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NATTIONA ®OCONOMIC POLICY 


"JINGJI YANJTU' REPORTS ON STUDY OF CONSUMER ECONOMICS 


HKO71321 Beijing JINGJI YANJIU [ECONOMIC RESEARCH) in Chinese No 3, 
20 Mar 80 pp 35-42 


\Article by Wang Medhan [3769 5019 3211): "A Pew Theoretical Questions 
Concerning Consumer Economics") 


| Text Is consumer economics an independent economic discipline? Why 
should we develop the study of this economic discipline? What are the 
subject and contents of such @ study? All these questions are of great 
interest to people in economic circles. But, for a long time in the past, 
the economic sphere neglected the study of consumption. Productive 
coneumption wae regarded as a production activity in ite own right. 
Whereas, the coneumption of the individual was regarded merely as the 
carrying out of a life function and did not reflect any economic relation- 
ship among men. Consequentiy, the study of the realm of consumption was 
excluded from the study of economics and especially from the domain of 
political economics. Furthermore, during the 10 vears when Lin Biao and 
the “geng of four” were on the rampage, peeudo-socialiem characterized by 
common poverty was being promoted. They severely attacked and vilified 
the coneumption of the people as welfariem and revisionism. As a result, 
no one dared to study or explore consumer economics. Ours is a large 
socialist country with @ population of 900 million. The basic economic law 
of socialiem demands chat “we should as far as possible insure satisfaction 
f the constantiy increasing material and cultural needs of the whole 
society.” In the final analysis, this entaile satisfying the consumption 
needs of 900 million people. In actual fact, to denw the people their 
™ption needs would lead to the degeneration of the socialist economy. 
The cevelopment of the study of consumer economics has important theoretical 
anc practical implications for the early realization of our four moderniza- 
tiomw 


ve “nowld At‘cch Great Importance to Consuming Power in the Study 
of Coneumer Fconomices 


Consumer economics is an independent economic discipline. Its subject is 
consumption. It is an economic discipline which reveals the mechanisn, 

mode and law of the activities associated with crnasumption through observ- 
ing the internal relationship and interaction of consumption and other key 


l 








elements such as production, distribution and exchange. Consumer economics 
has ite own specific object of study--the aspect of individual consumption 
in the process of social reproduction. The content of the study of consumer 
economics is determined by its object of atudy. Thue, it not only involves 
problems concerning th: social forms and relationships of consumption but 
also problems concerning the rational organization of consuming power. 


Human consumption is not an isolated activity. Marx said that under the 
conditions of capitalism, "the laborer consumes in a twofold way. While 
producing, he consumes by hie labor the means of production, and converts 
them into products with a higher value than that of the capital advanced. | 
This is his productive consumption. It is at the same time consumption 
of his labor power by the capitalist who bought it. On the other hand, 

the laborer turns the money paid to him for his labor power, into his 

means of subsistence. This is his individual consumption. The laborer's 
productive consumption, and his individual consumption is, therefore, 
totally distinct. In the former, he acts as the motive power of capital, 
and belongs to the capitalist. In the latter, he belongs to himself, and 
performs his necessary vital functions outside the process of production. 
The result of the one is, that the capitalist lives; of the other, that 

the laborer lives." (Marx: "Das Kapital,” People's Publishing House, 1975, 
Vol 1, p 627) Then Marx suggested how the individual consumption of the 
laborer can be put into the perspective of the continuous process of 
reproduction of the whole society. "The individual consumption of che 
laborer, whether it be within the workshop or outside it, whether it be 
part of the process of production or not, is therefore a constituent part 

of the production and reproduction of capital." (Marx: "Das Kapital” 
People's Publishing House, 1975, Vol 1, p 628) It is thus clear that if 

we leave aside the capitalist nature of the worker's individual consumption, 
consumption itself is afterall an activity independent of production. It 

is “carrying out life functions outside the process of production.” The 
result of consumption is the “survival of the worker." However, it is 
still an essential element of practical reproduction and has a momentum 

all of its own. It is under the constraint and influence of given relations 
of social production, distribution and exchange and exerts a re iprocal 
influence on the processes of production and reproduction. 


Between consumption and production, it is always the latter which determines 
the social form and nature of the former. Production is the basis of con- 
sumption. However, consumption is, in turn, the end result and goal of 
production. Consumption creates the need and motivation for new production. 


Distribution is an important factor influencing consumption. Consumption 
is based on given relations of social distribution. Distribution prescribes 
the proportion of the individual's share of goods, whereas consumption is 
the ultimate realization of distribution. 


Exchange is the link and bridge connecting production and consumption. 
However, exchange is "to be ultimately finished in consumption.” (Marx: 
Collected Works, “Preface From the Economic Manuscript of 1857-1858"Vol 12, 
p 741) 














in short, individual consumption invariably hae in srabie internal con- 
nections with the production, disttribution and exchange activities of a 
given « ie@ty Coneute economics ia the tud\ f individua neumption 
in the | eae of reproduction .t anaivees e sition and role of 
individua. consumption in the process of social reproduction. It also 
explores the mechaniem, form and iaw of the activities tnvolved in con- 
sumption. There ie no dispute over these points. The problem now is 
whether the object and conrent of the study of consumer economics should 
include the rational organization of neumer power anc whether there is 
such a category a8 consumer power = in other words, what position should 


he adopted t ward the stud’ of 4 "saunerT Howe r 19 neur eT ‘ oOnoTr | fea’ 


Does the category of consumer power exist Marx, Engeis and Lenin on 
different occasions mentioned the categories of “consumer power” and 
“social consumer power’ when talking about the production and consumption 
relations of capitalist, socialist and communist societies. In his 
anaiveie of the downward trend of profit rate, Marx illustrated that the 
surplus value of production is just the firet act in the completion of the 
capitalist production process, that is the direct procuction process. 





hen he pointed out that what is tore important is the problem of condi- 
tions for the realization of the surplus value derived from production, 
that is, the second act in the process. He also pointed out that the 


concitions for direct exploitation and the conditions for the realization 
= thie kind of exploitation are separate in terms of time and space. 
Furthermore, the two are aiso conceptually different. "The former is 
restricted only bv social productivity and the latter is restricted bv 
the proportion of different production departments and social consumer 
power. However, social consumer power is neither determined by absolute 
productivity nor bv absolute consumer power. Rather, it is determined 

bv the consumer power based on antagonistic distribution relations. Such 
distribution relations reduces the consumption of the majority of people 
in society to the lowest iimit of allowing changes only within a relative- 
ly narrow boundary This consumer power is also restricted by the 

desire for accumulation and the desire to expand capital and expand the 


scale of surplus value production. “The more developed the productive 
forces, the greater the conflicts that arise between them and the narrow 
base of consumption relations.” (Marx: "Das Kapital,” Vol 3, pp 272-273) 


here, it is clear that the capitalist class tries its best to squeeze 
as tar as possible the greatest amount of surplus value which the social 
procuctive forces under its control can vield. But the realization of 


surplus value which the capitalist has exploited from the worker is 
depencent on the proportion of the various production departments and 
sOC consumer power. Whereas, social consumer power is in turn deter- 
nined br the relations of distribution Jnder the socialist svstem, the 
| 8 ane ways tries its best to limit the consumer power of the 
workers to the .owest possibie ievel. Social consumer power also 
inciuges the consumer power of the exploiting class. Even this part of 
the consumer power is not unrestricted. The individual consumption of 


the capitalist class is inevitably restricted by the drive for expansion 
of the scale |word indistinct] value production. The capitalists alwavs 
try to convert the greater part of their surplus value into capital. 





Capital increases through accumulation. This results in the expansion of 
the scale of production and development of social productive force . 
However, due to the limitations of the capitalist relations of production, 
consumer power cannot increase correspondingly and the market cannot 

expand proportionately. This resulte in clashes between productivity and 
consumer power, and gives rise to economic crises of overproduction. Marx 
regarded consumer power as the condition for the realization of surplus 
value as distinct from the condition for direct exploitation. It is in 

this sense that Marx used consumer power as a scientific category. However, 
some comrades might think that in his analysis of the contradiction between 
capitalist production and consumption, Marx only used the concept of 
consumer power randomly and coincidentally and did not mean to generalize 
it. I think such a viewpoint is unfounded. When discussing the relations 
between consumer power and the productive forces of "a social system which 
suits human nature,” Engels pointed out that “by that time, society should 
consider what can be produced with the materials under its control. 
According to such relations between the productive forces and the mass of 
consumers, society should establish to what extent production should be 
increased or reduced and how much allowance should be made for the produc- 
tion of luxury goods." (Engels: Collected Works, “Outline of a Critique 

of feiitical Economy,” Vol 1, p 615) Lenin also quoted Marx's words and 
said that "'The consumer power of society’ and the ‘proportional relations 
of the various branches of production’ are not conditions that are isolated, 
independent of, and unconnected with, each other. On the contrary, a 
definite condition of consumption is one of the elements of proportionality.” 
(Lenin: Collected Works, "A Note on the Question of Marke Theory,” Vol 4, 
p 44) It can be seen that Marx, Engels and Lenin all atta. *d great 
importance to the problem of consumer power. Thus, the concept of consumer 
power is not just random terminology. 


Then, what category does consumer power fall under? I think consumer power, 
as in the case of productivity, is a social economic category. Suppose we 
take productivity as men's capacity to carry out production and the capacity 
to cause changes in natural materials according to the demands of production. 
Then consumer power is men's capacity to consume. It is men's capacity to 
consume materials for living (including labor services) according to the 
needs of their material and cultural life. It must be pointed out that any 
society has its own productivity and consumer power. As in the case of 
productivity, consumer power does not change with the changes of social 
economic formation. Different social economic formations and different 
relations of social production and distribution can only determine the 
nature of the social form and relation of individual consumption in 
different societies and the type and proportion of consumer materials people 
can receive through distribution. No matter what the social formation, 
consumer power, as man's capacity to consume, always involves the need for 
materials for living such as food, clothing, accommodation and transportation. 
A man needs a certain amount of materials for living before he can carry out 
production. He has to solve the problems of food, clothing, daily neces- 
sities, accommodation and transportation. A man has to rely on consumer 
materials to maintain and improve his life. Without consumer materials, 
there can be no labor for reproduction and it will be impossible to maintain 
production. There can be no productivity without consumer power. This will 
not vary with different social economic formations. 
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speed of population growth has accelerated. The total of our population 
growth has been six times the population of ‘apan or three times tie 
population of the United States. At present, we have an averag 

15 million people coming up to working age annually. Thies tremendou 
increase in population of those coming up to working age has «ven exceeded 


the gross total of the annual increase of the new labor forces of a)l the 
countries in the first and second worlds combined. This has not nly put 
our population increase at variance with the labor needs of our four 


modernizations, but at variance also with the production growth rate of 
consumer materials that society can provide. Our population has a large 
base. fFven if we take the annual growth rate to be 1 percent, the actual 
annual increase in population will be considerable, whereas the base of 

our consumer materials production is small. Even if we take the annual 
growth rate to be 10 to 20 percent, the average share per person will be 
very small. Take food as an example. The annual gross output of food 

in 1949 was 216.2 billion jin which by 1978 had increased to 609.5 billion 
jin. However, there has been no marked increase in the average share for 
@ach person. It stands at the 1957 level of about 600 ‘in. The reason 

for this is that a considerable proportion of the annual increase of food 
has been consumed by the increased population. There has been no increase 
in the average cotton consumption in our country for 10 vears since the 
implementation of a national average cloth quota of 17.1. Since liberation, 
the state has invested in the building of a total of 460 million square 
meters of new apartments in all our cities. However, due to the increase 
in population, the supply of urban housing is extremely restricted and each 
person only occupies a living area of approximately 3.6 square meters. 

It is more or less the same with other consumer materials. Therefore, in 
the study of population from the perspective of consumer power, we must 

on the one hand systematically control population growth and on the other 
speed up the development of consumer material production. At present, 

one of the important proportions in the adjustment of our national economy 
is the demand for the balance between the production of human beings and 
the production of material objects. It is erroneous to think that “the more 
people the better” or even to regard the rapid increase in our population 
as a manifestation of the superiority of the socialist system. 


Second, we must study the proportionate equilibrium between popuiat ion 
formation, which includes natural population formation (such as sex, and 
age), social population formation (such as urban, rural or regional! 
population distribution) and consumer formation. Different population 
formations demand different types and proportions of consumer materials. 
This demands that in the static and dynamic changes of population forma- 
tion, a balance should be maintained with regard to the given consumer 
formation. This not only requires proportionate equilibrium in terms of 
gross amount, but also of the principal consumer materials. 





Furthermore, we should study the balance between population formation and 
consumer formation in different regions and periods of time. Different 
population formations, due to differences in space and time (including 
the consumer habits of different regions), place different demands on 
consumer materials. Therefore, in the analysis of the population 

problem from the perspective of consumer power, we must also analyze the 
proportional equilibrium between the two. 
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as 4 example, We should see whether (he emphasic is on anime!) proteta 
euch as fish, meat and eggs of on carbohydrates. Comrade Maco Zedo @ said 
& long time ago that “those who eat less meat eat more rice and vice versa, 
Therefore, raising pigs for more meat is not only necessary for maintaining 
one's health, but te also economical.” (Mao Zedong: “Reonomic and Financial 
Problems," the Liberation Press, 1944, p 184) The 34 plenary session of 
the lith Party Central Committee has clearly stated ite wish to gradually 
change our people's food consumer formation. Our current food consumer 
formation reflects the overemphasie on food crope at the expense of 
pastoral farming, fishery, forestry and economic crop within our agricul- 
tural production. Our current structure uf agricultural production reveals 
that this is harmful to the overall development of agriculture, forestry, 
pastoral farming, sidelines and fishery. This is not in conformity with 
the internal laws of development of agricultural production. Meanwhile, 

it is aleo harweful to rectifying the overemphasis on food grain in our 
people's food consumer formation at the expense of other anime! and 
vegetable food. In short, no matter whether it is food formation or the 
whole consumer formation, if the consumption level of the laborer cannot 
catch up with the development of production, the consumer formation will 
fetter the physical and mental energy of the individual. Prom the per- 
spective of the simple reproduction of labor and enlarged reproduction, 
such @ trend will sooner or later affect production and reproduction 
throughout society. This is not only harmful to the development of produc- 
tion but aleo hareful to the improvement of people's lives. 


The rational organisation of consumer power is to etudy the factor of man 
as the subject of consumer power in close relation with the factor of 
matter as the object of consumer power. A rational consumption ieve! 
should be formulated realistically in accordance with the level of pro- 
ductivity of a given period in time. This will enable the laborers 
consumption level to be gradually improved with the development of produc- 
tion upon the existing foundation. 


The study of consumer economics should not only include consumer power. It 
should also include the etudy of the sechanienm, forme and law of activities 
of consumption from the perspective of the connections and interactions 
between individual consumption, production distribution and exchange in 
the process of social reproduction. 


lil. On the Question of the Consumer Market 


Consumer economics studies the relations between consumption and exchange 

and the reaction of consumption toward exchange. This is primarily «4 

problem of the consumer market. Consumption is actually a problem of 

the market. Exchange is “the intermediary between production and the 

aspects of distribution and consumption which are determined by production.” 
(Marx: Selected Works, “Introduction to ‘A Critique of Political Economics,’” 
Vol 2, p 101) After the consumer wsaterials are produced, they pase through 
distribution and exchange into the final stage of consumption. Without 
exchange playing the role of link and bridge between production and consumption, 
consumer goods will not be ultimately finished in the stage of consumption. 











“Goods are different fram simp.e natural ob‘ ecte “hey afe proved to be 
goods ofiy through the process of consumption,” (Marx Coiilected Works, 
"Introduction ‘Prom the Eeonomic Manuscript of 1857-1858,'" Vel 12, » 741) 
Production, dietribution and exchenge, in the end, are for the sake of 
Consumption. 


Any study of the consumer sarket should embrace the following four questions: 


: Fou Librium between pavabile COneuwer neede ari the “upp. L one uher 
Materiais. the demand for consumer ateriais cannot be “ful! consumption 
needs” but can only be payable coneumer needs. The equilibrium of the 
suppiy and demand of consumer materials includes equilibrium of the groes 
amount of coneumer Sateriaie and equilibrium of the actual formation of 
principal consumer materials. it is because the regional allecation of 
consumer goods cannot fully accord with the regional purchasing power and 
the variety of goode cannot fully suit the consumer needs of the people 
that thefe will aiwave be overetockinge of certain goode in terme of the 
gtoes totei of consumer materiais. There will be enoug? room for maneuver 
if supply @reatiy exceeds demand; oniy then wil! the consumer have choices 
to purchase the consumer goods that satiefy them. At present, the contra- 
diction between supply and demand of our consumer materiale is markedly 
expressed in the reiatively large difference between social purchasing 
power and the suppivy of commodities, on the one hand, and byw the irrational 
commodity stocking structure on the other (some commodities are in short 


suppis while some are overstocked). This hae revealed that our forecast 
— eerket coneumption is #tiil not vet perfect. We lack serious inveetiga- 
tion and etudy. The old method of “production determining marketing” hes 
not yet been abolished in industry and commerce, The method of “marketing 


determining production” hase not vet been established. In those countries 
ich ate developing their economies rapidiy, enterprises put great 

emphasia on tepearch and understanding of market demands. There is a 
Giscip.ine ca.led marketing in capitalist economice. Japan has even dise- 
coverec the law that if national income doubles, demand will increase by 
three times whereas changes in the actual demand for commodities will be 
different japan spent 4 great deal of effort in emphasizing sarket 
research and forecasting. Every enterprise has its special organs to study 
od graep the current fluctuations in the market. This extends to cover 
<ooages if the garket demand several veare ahead As was pointed out by 
japanese economic experts, China is a planned economy in which everybody 
hee the idea of “having finished hie task after fulfilling the plan.” 


There ig 80 unemployment, no closures and no competition. This is the 
superiority of the system. On the other hand, people lack initiative and 
are | ~-adjusted to the market and the research and forecasting related to 


it syetes which is gore sensitive to the market should be built up. 
‘erefore, it is important to see how the dislocation between production 
and marketing and between supply and demand can be overcome. Furthermore, 
market research anc forecasting should aleo be strengthened. These are 
vite! te the important question of better arransement of the world's 
greetest consumer garket which has 4 populatio: of more than 900 willion. 





Were, there are two theoretical problems worth studying. Firet aod (ore= 
most, how should one treat the disparity between social purchesion power 
and the supply of commodities’? How should one handle the shortase of the 
supply of consumer goods in 4 given stage of the socialist comet ruction! 

in the past, many comrades regarded such phenomens ae baeica.iy foo. 

They regarded it as normal in the early period of eoctaliet conetruction 
and a8 af expression of the improvement of the people's level of coneumption, 
I think such @ viewpoint is far from the truth. The purchasing power of 
the urban and rural populace for consumer goods constitutes the greates: 
proportion of social purchasing power (approximately 80 percent). In terme 
of the circulation of thie part of the currency by the etate, it is 
generally backed up by material resources. But, it muet be realized that 
part of the currency in circulation ise directly related to the increase 

of consumer goode (such as the wage of light industry workers and payment 
for the purchase of agricultural byproducts from the peasants), whereas 

the other part has no direct relationship with the increas* in coneumer 
goods (such as the wages of workers in basic construction, heavy industry 
and nonproductive departments). A definite proportion should be maintained 
between these two parts of currency circulation. If the circulation of 

the latter part of the currency is too large, it will disrupt the balance 
of supply and demand of the consumer goode market and result in « shortage 
in the supply of consumer goods supply. in actual fact, such 4 disparity 
reflects the irrational economic structure (including the irrationa) 
internal structures of industry and agriculture) and the lack of proportion 
between agricuiture, light industry and heavy industry. It is over % veare 
since our country was founded. it is totally groundless for we to etill 
regard such 4 phenomenon as normal or even good in the process of socialist 
const ruction. 


Opinions still differ as to how to regulate the contradiction between the 
supply and demand of market commodities is merely to increase the supply 

of market commodities reduce demand, suppression purchasing power, and 
organize and distritute commodities rationally weing the price ieve) to 
regulate the consumption of certain commodities and eo forth. Here, the 
basic measure is the development of production to increase commodity 
resources. The principal means are: firet, we must concentrate our energy 
on the improvement of agriculture and adopt resolute and effective measures 
to speed up the development of the light textile industry. We should aiso 
bring into full play the role of the handicraft industry in the production 
of manufactured goods for daily use and handicraft arte articles seeded for 
the people's consumption. According to statistics, the sales of handicraft 
atticles constitutes 17 percent of the national total of commodity retail. 
What is especially worth suggesting is that the potential of many enter- 
prises in the heavy industrial department should still be developed. We 
should strive to provide more equipment and raw materiale for | igh« 
industry while at the same time exploiting and expanding new sources of 

raw materials for it. The proportion of heavy industrial raw materials 
should be increased in relation to light industrial raw materiale. To 
increase the resources of ma: ket commodities, 411 possible conditions 
should be exploited to produce high quality manufactured goods for daily 
use and durable consumer goods (including electronic goods). Second, another 
way of increasing commodity resources is to further mobilize and utilize 
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itera, COMmedily Feeources euch 48 cleafing out warehouses and tapping 
potehtia.s. Commodities present |y stockplied within various unite should 
be clea! out te supply the marke! a6 far a6 posetbie Third, we should 
extensive » Geveiop the rural barter trade under proper ieaderehip so aa 
to tap the commodity reosurcee latent in the rural areas, expand commodity 
resources ané reduce the burden of the urban and rura! markete in supplying 
commodities te etate commerce. Thie le ampiv tlliuetrated bw the fact that 
ever aince the third plenary session, the develonoment of rural barter 

trade has great is improved the urban rural market eape Siiv in the suppis 
of nonetapie food Fourth, appropriately reduce normarket eupply and 
import some euita>ie consumer goods Of couree, the increase of commodity 
suppiy should rely primarily on the potential for domestic production; but 
for individuel commodities urgentiy needed by the urban and rural population 
which canmot be adequately produced domestically, there should be an 
appropriate amount of importe to increase the suppiv of such commodities 
on the market. 


Another problem worth discussing is how to correctly aseese the state's 
regulation of the contradiction between the euppiv and demand of consumer 
goode through the poli: of rationing or feeutne coupone”’ For many veare, 
our good, edible o11 and cotton cieth has been rationed, Thies hae ute 
joubteciy guaranteed the most basic coneumer neede of the people. Planned 
rationing cannot be fuliv abolished until theese commodities are in great 
abundance and we can fully ineure an adequate supply. Sometimes, we 
smheresce rather than decrease the variety and ephere of commodities under 
rationing or suppivy Sy coupon Some people even regard such measures as 
s lone ter@® and positive policy and even regard thie ae an expression of 
the socialist planned economy. I think thie te incorrect Such «@ viewpoint 
faile to see that theese measures are actually an arbitrary suppression of 
the function of the currency mechaniem Sy etate power and have reetricted 
the basic function of currency a6 4 common medium for exchanee. Currency 
ae 4 common medium for exchange hae the capacity to be directly exchanged 
for a commodity However, under the condition of planned supply, this 
apecity hae been restricted to 4 certain extent it is only « temporary 
measure to reguiate the supply and demand of certain commodities and 
reéatrict their consumption through restrain of the function of the 

‘ancy Rechanianm by etate power. The adoption of planned rationing is, 
atter ali, @ negative policy for ‘he restriction of consumption. Long-term 
imp iementation of this policy will only cover up the disparities in our 


0 mic etructure and the contradiction of the dislocation of production 

e’ proportions of agriculture, light induetry and heavy industry. 
Purtvermore, it will only deepen and enlarge the contradiction between 

pro on and coneumption. This will perpetuate the disproportions between 
ser! ture ight induetry and heavy industry and obetruct the gradual 


provewent of che people's consumption level. The restriction of consump- 
“ion will tnevitabiv result in the restriction of production. 


‘ve problem of pricing consumer good ther important problen of 
the consumer market is the problem of | ef consumer goods. The 
consumption level of the laborer is det yy his individual income 
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such a8 wages and work points as well as changes in the price of consumer 
goods. Price changes not only reflect the changes of commodity vi iue, but 
aleo the changes of currency value, In his report on the work o. the 
government at the second session of the Fifth NPC, Comrade Mua Guofeng 
solemniy pointed out that “price changes affect thousands of households 

80 we must be very cautious...we should strengthen our price contro) and 
strictly prohibit any uncalled for increase of marketing price or any 
hidden price increases." We should study the objective basis of the 
development trend of price changes of consumer goods. We should also see 
how this trend affects the consumption level of the people and how to 
direct such a trend toward benefiting the development of production without 
obstructing the improvement of people's consumer life. This is an important 
problem in consumer economics. 


3. The form of consumption includes the problem of socialization of con- 
sumption. The form of consumption, whether or not it is in regard to food, 
clothing, daily necessities, transportation or accomme dation, involves 
numerous consumer economic problems. For instance, there are a lot of 
things to study in the area of food. At present, there is the problem of 
readymade food (fastfood such as bread and cooked food). The socialization 
of consumption not only can save a lot of housework but also has great 
significance to improving the level of the people's consumption life. 

The forms of consumption not only involve the study of the consumption 

of livelihood materials, but also include service consumption such as 
haircuts, baths, laundry, sewing, movies and cultural entertainment, public 
services and even tourism. This aims at satisfying the ever-increasing 
and manifold needs of the people's material and cultural life. 


4. The problem of consumer credit. It should be possible for the state to 
provide consumer credit for the steff in the form of installments for cer- 
tain consumer materials such as durable consumer goods and workers’ 
quarters. Consumer credit has been extensively used in capitalist 
societies. The capitalist class uses this kind of credit arrangements to 
enlarge consumption, stimulate production and strengthen their exploitation 
of the people. Socialist consumer credit is, of course, essentially 
different from the capitalist one. In such a credit relation, one party 

is the state while the other is the individual worker. This kind of credit 
arrangement is similar to the savings o! the people. The only difference 
is that the debit and credit sides have changed positions. But a lot of 
comrades have opposed consumer credit. They worried that since there is 
already a great gap between the supply of consumer materials and purchasing 
power within our current balance of supply and demand in the consumer 
market, the introduction of consumer credit will only increase the pressure 
on the market and enlarge the gap further. Such a worry certainly has its 
own basis. It will be different if we look at the problem from the 
perspective of the irrational aspect of our present structure of commodity 
stocks. In view of the fact that certain consumer materials are in urgent 
needs while the laborer cannot pay for them in full for the time being 

and from the perspective of long-term development, it is absolutely 
permissible to introduce some consumer credit. The emphasis of national 
economic adjustment should be shifted to the arrangement of social produc- 
tion from the perspective of ultimate products. Agriculture and the light 
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textile industry which are labor intensive, technologically eimple and 
require less investments should be developed firet. Once agriculture and 
light {tn uetry have developed, the whole national economy will become 
active. ‘a thie case, the scope of consumer credit for individual commodi- 
ties will gradually be enlarged. This is absolutely possible and necessary, 
The introduction of consumer credit not only is beneficial to the et imula- 
tion of production and the enlargement of consumption, but is aleo bene- 
ficial to raieaing the coneumption level of the people. Why not go ahead 
with it? 


Due to the limitations of space, this article will not talk about probleme 
concerning the relations between consumption and production and the 
relations between consumption and distribution. 


Consumer economics is a new discipline which has very rich contents. It 
reflects the practical needs of our actual economic life. Although opinions 
etill differ in economic circles as to whether coneumer economics should 

be considered an independent discipline, everyone agrees that the study of 
coneumer economics should be strengthened. Therefore, if we begin our 

study on the basis of facts, emancipate our minds, be bold in our explora- 
tion and daring in our practice, we can certainly succeed in establishing 

a consumer economics that is really relevant to the conditions of our 
country. 


C80: 4006 
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NATIONAL ECONOMIC POLICY 


‘JINGJI YANJTU' DISCUSSES RELATIONSHIP BETWEEN POLITICS, ECONOMY 


HKO51545 Beijing JINGJI YANJIU [ECONOMIC RESEARCH) in Chinese No }, 
20 Mar 80 pp 43-48 


[Article by Liang Xueqiang [2656 1331 1730) and Li Jiande [2621 1696 1795): 
"Under Given Conditione, Can Politics Play the Princtpal and Decisive Role 
in Economy") 


{Text} A discussion of the question of whether under given conditions 
politics can play the principal and decisive role in the economy has been 
set off in JINGJI YANJIU. It will certainly deepen one's understanding 
of this question. Issue No 7 of 1979 published the article "Can Politics 
Determine the Economy Under Given Conditions?--a discussion of the dis- 
cussion between Comrade Zhao Kuoling and comrades Lin Zili and You Lin” 
by comrades Duan Rofei and Dai Cheng (hereafter called “a discussion 

of the discussion” in brief). Our views are different from those set 
forth in this article and are put forward below for comment by comrades 
Duan Jofei and Dai Cheng. 


1. What Ie the Theoretical Basis for Discussion of This Question’ 


"A discussion of the discussion” points out: "To prove the thesis that 
under given conditions politics may decide the economy, ‘the discussion’ 
quotes the passages from Comrade Mao Zedong's ‘On Contradiction’ expounding 
change in the reepective positions of the two aspects of contradictions 
between the productive forces and the relations of production. This 
passage has repeatedly been quoted by those who share ‘the discussion's' 
point of view, taking it as the strongest argument for their thesis and 

as the basis for presenting their line of reasoning.” This is indeed the 
case and we are no exception. To understand clearly and accurately 
Comrade Mao Zedong's viewpoint expounded in this passage in "On Contradic- 
tions,” we find it necessary to quote the full text of the passage in 
question. Comrade Mao Zedong pointed out: "Some people think that this 
is not true of certain contradictions. For instance, in the contradiction 
between the productive forces and the relations of production, the 
productive forces are the principal aspect; in the contradiction between 
theory and practice, practice is the principal aspect, and in the contra- 
diction between the economic base and the superstructure, the economic 
base is the principal aspect. There is no change in their respective 
positions. This is the mechanical materialist conception, not the 
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diaiec ical materialist conception. True, the productive forces, practice 
and the economic base generally play the principa’ and decisive role; 
whoever denies thie ie not 4 materialiet. But {t must also be admitted 
that in .ectain conditions, euch aepecte as the relations of produc ‘on, 
theory and eupereatructure in turn manifest themselves in the principal 
and decisive role. When it is impossible for the productive forces to 
develop without a change in the relations of production, then the change 
in the relatione of production plays the principal and decisive role, The 
reation and advocacy of revolutionary theory plava the principal and 
decisive role in those times, of which Lenin said, ‘without revolutionary 
theory there can be no revolutionary sovement.' When a task, no matter 
what it is, has to be performed but chere is not vet a guiding iine, 
method, plan or policy, the principal and decisive thing is to decide on 
the guiding line, method, plan or policy. When the superatructure (politics, 
culture, and eo forth) obstructs the development of the economic base, 
political and cultural changes become the principal and decisive role. 
Are we going againet materialiem when we savy this’? No. The reason is that 
while we recognize that in the general ¢ velopment of history the material 
determines the mental and the social beir.: determines social conaciousness, 
we Aieo--and indeed must--recognize the reaction of the mental on the 
material things, of social consciousness on social being and of the super- 
structure on the economic base. This does not go against materialiem; on 
the contrary, it avoide mechanical materialism and firmly upholds dialectical 
materialiem.” (Meo Zedong: “On Contradiction,” Selected Works of Mao 
tedong, Vol 1, People's Publishing House 1966 Edition, pp 300-301) 


this passage telis us in clear terme: 1) like other contradictions, the 
erinctpal and secondary positions of the two aspects of the contradiction 
between the productive forces and the relations of production, between theory 
and practice and between the economic base and the superetructure can be 
transformed inte each other. 2) productive forces, practice and the 
economic base are generaliy the principal aspects of contradictions, 
“generally manifesting themselves in the principal and decisive role.” 
However, under given conditions (that is, “when...” as stated in the above 
quotation) the relations of production, theory and superst *ucture are trans- 
formed into the principal aspects of the contradictions and “in turn mani- 
fest themselves in the principal and decisive role.” 3) to uphold the above 
wpoint is to recognize that in the general development of history the 
meleriai determines the mental, social being determines social consciousness 
and the mental will react on the material thinge, social consciousness will 


re ” social being and the superstructure will react on the economic 
base. Therefore, "this does not go against materialism; on the contrary, 
it ev ide mechanical materialiem and firmly upholds dialectical materialism.” 


Thus {t cen be seen that it is in this passage that Comrade Mao Zedong for 

it forward in clear terms the thesis that “under given 

ions the relations of production, theory and superstructure, in turn, 

manifest chempelves in the principal and decisive role." We think that 
Comrade Mao Zedong's viewpoint as expounded in this passage is compre- 
hensive, scientific and accurate, is fully the viewpoint of dialectical 
materialiam and is an important development of the principle of materialist 
dialectics. Therefore, we firmiy take it as the theoretical basis for 
discussing this question and ae the basis for presenting our line of 
reasoning. 
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il. Wow To Understand the Meaning of ‘Determine?’ 


"A discussion of the discussion” pointe out: "Marxist materialien holds 
that the material determining the mental means that the material is the 
primary and the mental is the derivative and that the mental is the product 
of the material. Similarly, the economy determining politics means that 

the economy is the primary and politics is the derivative and that the 
economy is the end and politics is created by the economy as the means 

to ite end.” This interpretation ie correct but it merely explains one 
aspect of the relationship between the material and the mental and between 
the economy and politics as indicated by the term "determine." So far as 
this aspect is concerned, that is, so far as the question is concerned of 
which is the foremost, the secondary, the primary and the derivative, 

the material and the economy are always the foremost and primary things 

and the mental and politics are alvays the secondary and derivative things. 
The material always determines the mental, the economy always determines 
politics: this is absolute, unconditional and unchangeable. However, the 
antithesis between the material and the mental is, as pointed out by 

Lenin, “absolute only within a very limited range. here it is absolute 
only within the range of the basic question of epistemopogy of which is 

the foremost and which is the secondary. Outside this range the antithesis 
between the material and the mental is undoubtedly relative.” (Lenin: 
"Materialism and Empiro-Criticiem,"” Collected Works of Lenin, Vol 2, 

pp 147-148) That is to say, outside the range of the relationship between 
the foremost and the secondary and between the primary and the derivative, 
the antithesis between the material and the mental is relative; che principal 
aspect of a contradiction and the principal and decisive role of an aspect 
of the contradiction are not fixed and unchangeable and can be transformed 
into their opposites. The term “determine” as implied in the “decisive 
role” is another aspect indicating the relationship between the material 
and the mental. This principle is undoubtedly also applicable to the 
relationship between economy and politics. It is in this sense that 
Comrade Mao Zedong drew the scientific inference that “under given condi- 
tions such aspects as the relations of production, theory and super- 
structure, in turn, manifest themselves in the principal and decisive role. 
It is also in this sense that Lenin pointed out that “man's consciousness 
not only reflects the objective world but also creates the objective 
world.” (Lenin: “Extracts From Hegel's ‘Logics,'" Collected Works of Lenin, 
Vol 38, p 228) 


Thus, the term "determine" indicates the relationship between the material 
and the mental and between economy and politics in two aspects. In the 
first aspect, it indicates which is the primary and which is the derivative. 
In this respect, the relationship is absolute, unconditional, consistent 
and irreversible. In the second aspect, it indicates which is the principal 
aspect of the contradiction and which plays the principal and decisive 
role. In this respect, the relationship is relative and, under given 
conditions, can be changed. "A discussion of the discussion” recognizes 
only the implications of the first aspect and denies the implications of 
the second aspect. Consequently, it is unable to understand the thesis 

that under given conditions politics play the thesis that under given 
conditions politics plays the principal and decisive role. 
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111 t 'Eeonomy Determines Poi! ' ' Contradictory to nder ven 


Conditiona Poiiticsa Piave the Prin ipai and De live Ri 


"A dis on of the discussion’ sava! ‘Can we eav that unde general 
circumealances, the economy determines politics but under special circum 
stances or saiven conditions politica determines the economy?” “If ‘general 
circumatances’ are understood as the total long process of history embracing 
the relationship between the economy and polit s, then one who adds 

° circumstances’ or ‘given conditions’ t: t will land oneself in an 
abeurd logical contradiction.” Is that so’ This point is open to question. 


Je think that the term “determine” as implied in “economy determines 
politica” signifies: L) that economy is the base and the primary and fore- 
most thing, that politics is the derivative and secondary thing and that 


economy ultimately plays the decisive role in the primary. In this 
sense, economy determines politics under any circumstances and any condition. 
ie is absolute and unchangeable 2) that economy is generaliy the 
rincipal aspect of the contradiction, generaiiy manifesting itself in 
the principal and decisive role. in this sense, economy is not the 
ris al agvect of the mtradiction from the beginning to the end and does 
c rmanifest itseif in the principsai and decisive role from the beginning 
the end; under given conditions, it ma’ hanee into the secondary aspect 
f the contradiction playing no principal or decisive .ole. The "reaction" 
t politics on the economy impiies: First, politics is the concentrated 
xD ssion of the economy. it reacts on the economy in a certain way, that 
is, it moves the economy forward o1 ‘structs it. Second, under given 


snditions politics may change into the principal aspect of the contradic- 
tion and play the principal and decisive role. While this still falls into 
the category of reaction, the reaction reaches such a degree as playing the 


, pal and decisive roils In this sense aione, politics determines 
the economy under given conditions it is precisely from the position and 
role of the two aspects of contradiction that Comrade Mao Zedong in his “On 


the relations of production and between the economic base and the super- 
ructure and drew the conclusion that the productive forces, practice and 
mic base “generally manifest themselves in the principal and decisive 
* t 4 ear that the term “determine” as implied in the “principal 
jecisive role” mentioned by Comrade Mao Zedong does not signify the 
decisive role in the primary sense because the decisive role in the primary 
‘annot be changed. 


at the “decisive roie’ in the primary sense is distinct from and 


on with the “decisive role” of the position and role in the contra- 
‘4etincetion ise that the former cannot be changed while the 
tt wn be. The connection is that the position and role of the primary 


ind foremost thing in the contradiction are bound generally to play the 
rinc'tpal and decisive role, and that only under given conditions can the 
ler ‘vative and secondary thing, in turn, manifest itself in the principal 
and decisive role. Therefore, the former is the ultimate decisive role, 
and the latter decisive role is the decisive role based on the former 
lecisive role and determined by it. As Engels pointed out, “It is an 
interaction based on the economic necessity which, in the final analysis, 


Contradiction’ discussed the relationship between the productive forces and 





keeps opening up the way for itself." (Engela: "To W. Borgius, Januery 25, 1894," 
Selected Works of Marx and Engels, Vol 4, p 506) in other words, as primary 
economy plans a decisive role in the primary sense and also plays a principal 
and decisive role from a position of contradiction, this is consistent. The 
term "generally" used by Comrade Mao Zedong reflects the economy as the 
primary, so “whoever dows not recognize this is not a materialist.” As 

the derivative politics is always determined by the economy insofar as the 
primary role is concerned, insofar as the position and role in the contra- 
diction are concerned, under given conditions it, in turn, manifests itself 
in the principal and decisive role. The words “under given conditions" used 
by Comrade Mao Zedong precisely reflect politics as the derivative, because 
given conditions, that is, "when it is impossible for the productive forces 
to develop without a change in the relations of production” and “when the 
superstructure (politics, culture, and so forth) obstructs the development 
of the economic base," are not lasting in history. The emergence of such 
given historical conditions is precisely the result of economic development 
and is attributable to the development of productive forces. Therefore, 

the fact that under given conditions politics, in turn, manifests itself 

in the principal and decisive role does not signify that politics is the 
primary and foremost. This is by no means a proposition of idealism. Its 
integration with "economy determines politics” has not landed one in an 
absurd logical contradiction. Integration of these two propositions is by 
no means an integration of materialism and idealism. Such an integration 
must be upheld at all times and within all limits. "This does not go 
against materialism; on the contrary, it firmly upholds dialectica) 
materialism.” 


Although "e discussion of the discussion"--referring to what Comrade 

Mao Zedong said: "Under given conditions they, in turn, manifest themselves 
in the principal and decisive role"--calls this decisive role a “decisive 
reaction.” In essence it does not recognize that the "reaction of politics" 
can in turn play the principal and decisive role in the economy. It does 
not recognize this because to do so is to “advocate the theory that economy 
and politics take turns playing the decisive role" and to "put forward a 
proposition of idealism.” If we make a serious study we shall clearly see 
that when Comrade Mao Zedong says “manifest themselves in the principal and 
decisive role" in the first and second sentences, he means the same thing, 
that is, “the principal and decisive role" of the position and role in the 
contradiction.” "Note: (Not the primary, foremost decisive role) the only 
difference is that in one case they "generally" manifest themselves, in the 
other they manifest themselves “under given conditions.” "In turn” means 
that originally “you play the principal and decisive role" and now "I" play 
the principal and decisive role. Judging by the theory that under given 
conditions the positions of the two aspects of the contradiction can be 
changed, the respective positions of the two aspects of the contradiction 
can indeed take turns becoming the principal aspect of the contradiction 
and playing the principal and decisive role. Is this not so with the two 
aspects of all contradictions? If it is held that as opposites the economy 
and politics are exceptions, that economy is forever the principal aspect 
of the contradiction, playing the principal and decisive role, and that 
under no circumstances can politics be changed into the principal aspect of 
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the vl tradix tion ol ‘ in tur » pa iv the : rine ipa anced Ge; tei © Foie, ia not 
this conception precisely ‘the mechanical materialist conception and not 
the dialectical materialist conception” as pointed ut Comrade Mao Zedong’? 


With reference to mechanical materialiam, ‘a discuegion of the discussion’ 
says: "Mechanical materialiem is downright idealiem in the realm of history. 
How can it be said that it recognizes that economy determines politics but 
does not recognize the reaction of politics on economy’ There is no such 
mechanical materialism.” According to his way of looking at the thing, 
Comade Mao Zedong's criticism of mechanical materialism as quoted above 

is wrong, isn't it? In fact, here Comrade Mao Zedong calls the following 
viewpoints mechanical materialist conceptions: the viewpoint that does not 
recognize that the principal and secondary positions of the two aspects of 
contradiction can be transformed into each other. The viewpoint that only 
recognizes that the productive forces and the economic base ‘generally 
manifest thempelves in the principal and decisive role’ but does not 
recognize that “under given conditions" the relations of production and 
the superstructure ‘in turn manifest themselves in the principal and 
decisive role.” Such viewpoints are the same as the viewpoint that only 
recognizes that the material determines the mental but does not recognize 
the active reaction of the mental. heretore, the conception of reducing 
such viewpoints to mechanical materialism is based on the classification 
of viewpoints. it does not mean that mechanical materialism, too, becomes 
materialism in the realm of history. Historicaliy, Engels criticized the 
viewpoint of vulgar historical materialism that denies the reaction of the 
superstructure on the economic base; Lenin and Stalin, too, criticized the 
viewpoint of the so-calied theory of productive forces that completely 
nies the reaction of the relations of production, particularly the 
reaction of the superstructure. 


L\ Where Does the Principal and Decisive Role Piaved by Politics in 
Economy Under Civen Conditions Manifest Itseif? 


mcerning the position and roie of politics and the economy in the contra- 
iction, the economy is generally the principal aspect of the contradiction, 
generally playing the principal aspect of the contradiction, generally 
laying the principal and decisive role. Only under given conditions, 
is, “when the superstructure (including politics, culture, and so 
rth obstructs the development of the economic base” can politics trans- 
orm itself into the principal aspect of the contradiction and can the 
tical force become the principal and decisive thing. Under normal 
as, the emergence of this historical condition is indeed the juncture 
of revolution and is the period of fundamental, qualitative change in 


rr 


gsocic nomic institutions. However, these given conditions can only be 
any “period” or “juncture. Under such given conditions, 


ere does the principal and decisive role played by politics manifest 

f? It manifests itself in the foliowing: It plays the principal 

ind decisive role in changing the capitalist economy base on private 
ownership into the socialist economy based on public ownership. It plays 
the principal and decisive role in changing the orientation of economic 
deve opment, in changing the relations of economic possession and in 
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determining the rate of economic development. Referring to the reaction 
of state power on the economy, Engels dwelt on the third action in addi- 
tion to the two reactions: "It may obstruct the movement of economic 
development in certain directions while moving it forward in another 
direction.” (Engels: "To K. Schmidt, Oct, 27, 1890," Selected Worke of 
Marx and Engels, Vol 4, p 483) Here he referred to the role it plays in 
determining the orientation of economic development, that is, in changing 
the direction of economic development. 


"A discussion of the discussion" points out: "During the period of qualita- 
tive change in socioeconomic institutions, first, the demand for revolu- 
tionary change is put forward by the economy. Second, the social force for 
realizing revolutionary change is brought up by the economy. Third, the 
direction of revolutionary change (to the new social form of a particular 
character) is determined by the economy." Here the analysis is correct. 
However, we think that here the manifestation of the decisive role played 
by the economy is reduced to one point, that is, the decisive role played 
by the economy in the primary and at the root. This "decisive roie” is 
indeed such that whether at the stage of quantitative change or at the 
stage of qualitative change in the socioeconomic institutions, the economy 
determines politics. However, this decisive role played in the primary 
does not exclude the fact that under given conditions politics, in turn, 
manifests itself in the principal and decisive role. On the contrary, 

only when politics in turn manifests itself in the principal and decisive 
role can the necessity of economic movements be translated into reality 

and cao the demand for economic development be realized. Is this not 

the case with historical facts? The emergence of given conditions signifies 
that the economic development has reached a certain stage and has presented 
a demand for revolutionary change, that the necessity of economic develop- 
ment demands a transition to another economic institution and that the 
objective material and economic conditions for a revolutionary change are 
present. Under this condition, the economy itself cannot spontaneously 
realize this change. Only a great political revolution can realize the 
change from the economic institution based on private ownership to the 
economic institution based on public ownership. This is the manifestation 
of the principal and decisive role played by politics ascending to the 
principal aspect of the contradiction under given conditions. 


Why, in real life, of the countries that have highly socialized productive 
forces, demand that the shackles of capitalism be smashed ard have a great 
social force like the proletariat to bury capitalism and build socialism, 
some have realized change from the capitalist economic institution to the 
socialist economic institution and some have not? In the United States 
and West Europe, the productive forces are highly developed and the reia- 
tions of production have become shackles obstructing the development of 
the productive forces. These countries have not realized this change. Is 
this not because a great political revolution has not yet broken out in 
which the proletariat arises to use revolutionary force to smash the 

old state apparatus and build the proletarian political rule? 
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Can it be said that when the superetructure of capiteliem obstructed the 
deveiopment of the new economic base in Ruseia that the October Soctaliet 
Revolution in Rusela did not play the principal and decisive role in 
bringing «Sout the change from 4 capitaliet to 4 eoctaliet economy’? Can 
it be said that when che decadent superstructure of “imperteliem, bureau- 
eration and feudaliem” obetructed the building and development of China's 
new economy the new democratic revolution and the more than 2 decade 
revolutionary war ied by the Chinese Communiet Party did net play the 
p'inetosl ane @ecieive role in bringing about the change from the semi- 
colonial end semifeudal economic inetitution to the socialist economic 
institution? Did not the “gang of four,” who usurped part of the party 
and etate power and utilized the political superetructure under their 
thumb, play the principal and decisive role in undermining the socialist 
economic base and bringing the national economy to the brink of collapse? 
Has not the present great political revolution, in which the party Central 
Committee at the head of the whole party, the whole army and the whole 
nation, smashed the antiparty group of the “gang of four” and seized 

back the political power usurped by them and played the principal and 
decisive role in consolidating and developing the socialist economy of 
our country’? 


Despite the high economic ievel of capitaliem, the great force for burving 
capiteailiom and building socialiem, the demand of economic movement for 
building the socialist economy (euch are the manifestations of the decisive 
role plaved by economy in the primary), it ie imposesibie to realize the 
change (rom capitaiiem to socialism, impossible to expropriate the 
bourgeois capitei and impossible to build and develop the economic rela- 
tions based on socialist public ownership without the proletariat arising 
to make @ socialiet revolution, stashing the old state apparatus and 
building the dictatorship of the proletariat. In this sense, it may be 
eaic that proietarian politics plays the decisive roie in determining 
the character, orientation and development rate of the economy. Such is 
the manifestation of the principal and decisive role plaved by politics 
in the primary end et the root under given conditions. To be sure, this 
decisive role is the decisive reaction based on the decisive role played 
by the economy in the primary. It i« precisely on this basie and under 
thie condition that politics piave the principal and decisive role. Such 
precisely the decisive reaction of politics demanded by the primary 
and foremost decisive role of the economy. 


recognition of the principai and decisive role of politics in the 


x under given conditions mean advocacy of Duhring's theory of forces? 
No! ihring'se theory of force illustrates the economy from the angle of 
forces t bolds that force creates property. “The primary fector sust 


‘irect political force and not in any indirect economic power.” 
ical conditions are the decisive cause of the economic situation.” 
Tngelse: “Anti-Dubring,” Collected Works of Marx and Engele, Vol 3, 198) 
That ie out-and-out historical idealism. When we say that under give 
concitions politics piays the principal and decisive role in the eco ay, 
we have in @ind the aspect of the contradiction that is the principal 


and the aepect of contradiction that plave the decisive role. This has 





nothing in common with Duhring's theory of force. FPoree did not play any 
part in creating property but force can change the possession of » operty. 
Marx said that force is the midwife of each old society in whose womb is 
the new society. The midwife is certainly not the pregnant woman. Under 
no circumstances can the midwife take the place of the pregnant woman in 
giving birth to the baby. But under given conditions, when the pregnant 
woman is in difficult labor, the midwife playe the decisive role in 
determining the destiny of the baby, and even the destiny of the pregnant 
woman. This is common knowledge. "A discussion of the discussion” says: 
"At the economic level of feudal society, the reaction of politics, no 
matter how you bring it into play, cannot result in real socialien.” 

This conception seems to be too absolute. Our Kicang Province had a serf 
economy. Has it not skipped several social forms and leaped to socialiam’ 


Does recognition of the principal and decisive role piayed by politics 

in the economy under given conditions mean advocacy of the “gang of four's” 
“theory that politics is decisive?” Wo! The crucial point of their 
“theory that politics is decisive” is: firet, over the question of which 
is the primary and which the derivative, the “theory” turne upside down 
the relationship between the economy and politics. it holds that politics 
may separate itself from the economy and transcend the economy to decide 
everything, thereby changing politics into the primary and foremost thing 
and denying the decisive role of the economy. Second, the principal aspect 
of the contradiction and the principal and decisive role played by an 
aspect of the contradiction denies that the economy generally playe the 
principal and decisive role. It falseifies the principal and decisive role 
played under given conditions into the decisive role played under any 
condition, thereby taking politics as the primary and foremost thing. 

The “gang of four” advertised that “throughout the historical period of 
socialism the relations of production played the principal and decisive 
role vis-a-vis the productive forces and the superstructure.” It is a 
fallacy distorting and falsifying the principal and decisive role played 
by politics vis-a-vis economy under given conditions. The “theory that 
politics is decisive” advocated by the “gang of four” has absolutely nothing 
in common with our thesis that under given conditions politics plays the 
principal and decisive role vis-a-vis the economy. 


Lin Biao and the “gang of four” flaunted the banner of giving importance to 
the reaction of politics and, ‘s the name of upholding the thought of 

Mao Zedong, advocated the “theory that politics is decisive.” Their practice 
of distorting and falsifying the thought of Mao Zedong in the name of 
upholding it was deceptive and gust be thoroughly exposed and criticized. 

We hold on to our view that the economy determines politics but we recog- 
nize that under given conditions politics plays the principal and decisive 
role. In so doing, we uphold materialism and dialectics. Only by so doing 
can we draw a dividing line with the “gang of four's” “theory that politics 
is decisive” and can we forcefully criticize their idealism and metaphysics. 
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NATIONA' FOONOMIC POLICY 


PRC ECONOMIC JOURNAL ON OVERALL PERSONNEL TRAINING 


4K210310 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT) in Chinese No 3, 
15 Mar 80 pp 2-3 and 27 


Article by JINGJ! GUANLI commentator: ‘Overel! Personnel Training Ie «a 
Strategic Task in the Modernization of Enterprises") 


‘Text) Thie tesve of our magazine publishes an article by Taiyuan Iron ard 
Steel Company: ‘“Vigorously Grasp Overall Personnel Training and Boost the 
Output of the Taiyuan Iron and Steel Company.” This article discusses the 
experiences and achievements of the company in vigorously grasping personnel 
training, which may provide useful reference for the reader, But it is 
necessary to further elaborate here the great importance of overall person- 
nel traiming to the modernization of enterprises. 


The realigation of socialist modernization is, currently and in the future, 
4 great historical tesk for the whole party and the whole people of our 
country. It is an importent matter affecting #11 our future generations. 


The realigation of the four modernizations will doubtlessly be manifested 
by our possession of modern means in material formation, particulerly in 
our country's industrial and agricultural production, scientific research 
and national defense. But, doubtlessly too, 411 material things must be 
created by man and material means must be mastered by man. We cannot im- 
ene that epaceships can be steered by those who know only how to drive 
hendearts, or that computers can be handled by manual workers. It is an 
eternal truth that man is the main part in the relationship between man and 
material things. The four modernizations cannot be achieved without the 
corresponding modernization of human resources. Everyone understands thie 
sim ic truth. However, different departments and enterprises have attached 
different importance to the issue of personnel training in ectual practice. 
Some heave resliged the urgency of thie issue. They have adopted vigorous 
measures and gained rewarding resulte. The Teiyuan iron and Steel Company 
is en exemple. Others are beginning to realise the importance of this 
ieeue. But they do not feel that it is very urgent and have not teken any 
especial action. Of course there are still some departments and enterprises 
which leck knowledge about thie issue and have not yet put it on the daily 
agenda. 
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When the “gang of four" ran wild they also yelled that the “human factor 

ie the prime factor.” But out of the necessity to usurp the party and 
seise power, they vigorously pursued the “ultraleftiet” line, They de- 
etroyed culture and trampled on qualified personnel, in an era when the 
world's ectence and technology was advancing rapidly, they desperately 
lavished praises on “the hero who handed in « blank examination paper. ' 

The whole country wae already miserably short of expert qualified personnel, 
but nearly every one of them was either persecuted or relegated to the pre- 
dicament of having nothing to do, The crimes of the “gang of four" and 
their accomplices were innumerable. One of their gravest crimes was that 
they ruined the talents of two generations. Today the lack of qualified 
personnel is a colossal difficulty in our achievement of the four moderni- 
tations. Presently many leading cadres in our enterprises lack systematic 
management knowledge and basic knowledge about production. There is only 
@ omall management and technical staff and their quality is poor. Although 
in the past they had definite professional knowledge, currently they are 
unable to keep pace with the requirements of the developing situation be- 
cause they have not used their skille for many years. The vast numbers 

of young workers not only lack training in professional knowledge and skills, 
but also lack the necessary academic foundation. In the enterprises the 
technology is backward, the management is disorderly, the product quality 
is low and accidents are frequent. All these are directly related to the 
low technological and management standards of the personnel. Given this 
situation, even if advanced technological and management methods are im- 
ported, they cannot be mastered and effectively exploited. if this is the 
cease, how can the modernizations be achieved’ 


Overall personnel training means that training must be given in stages, in 
groups, in @ plenned way and step by step to the whole range of personnel 

in the enterprises: From the leading cadres and technical management 

cadres to the workers engaged in direct and subsidiary production as well 

ae all kinds of service personnel. In the political arena, we must eliminate 
the pernicious influence of the “gang of four" and raiee the level of social- 
ist consciousness. in the professional arena, we must raise the theoretical 
level and practical work ability. In « word, we quet train « contingent of 
a red and expert eteff. Thie ie a strategic task in modernizing the enter- 
prises. Today, if we do not grasp thie task ae che most important one, the 
achievement of the modernizations will only be empty talk. The leading 
cadres of 411 departments and enterprises must be required to pay great 
attention to this. 


Currently we are discussing the importance and urgency of overall personnel 
training mainly in view of the harm done by the “gang of four” and the pro- 
longed “ultraleftiet" trend of thought. The grasping of overall personnel 
training is, to 4 very great extent, still considered from the view of 
“making up 4 missed lesson" and remedying the beckwardness caused by the 
harm done to two generations. In fact the significance of overall person- 
nel training is definitely not confined to such considerations. Overall 
personnel training ie not just 4 strategic task of the enterprises for the 
present time and for 4 certain period of time in the future, it is aleo a 
long term task for modernizing enterprises. 
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Science and technology are 4 part of the productive forces, Management is 
aleo a port of the productive forces, which organises and controle other 
productive forees, The development of modern industry and agriculture is 
to ah ineceasingly great extent governed by progress in ecience and tech- 
nology 4¢ well 48 management methods. In the past 20 or 30 years, the 
tremendous development in ecience and technology and management in the 
world hae given rise to the question of the renewal of knowledge. The 
bourgeotaie of developed capiteliet countries fully understand that to en- 
able their enterprises to gain 4 firm foothold amid keen market competition, 
they must not only have advanced technical equipment, but more importantly, 
they must aieo have 4 team of personnel with a high standard of knowledge, 
who master technology and invent new technology for them. In addition they 
muet have 4 group of managere who know management sciences and are well 
versed in managing and running business. Otherwise they will be una le to 
beat their rivale internationally or domestically. Consequently there arises 
# question of “intellectual tnvestment.”" 


According to foreign reserach, early in thie century about 5 to 20 percent 
ot the growth in labor productivity could be attributable to the develop- 
ment of eclence and technology, but nowadays the figure has risen to 60 to 
80 percent. Presently about half of the average growth in the GNP of the 
United States is achieved through raising the education standard of the 
labor forces. Statistics have aiso revealed that from 1939 to 1972, for 
every dollar tnvested in agricultural sciences education, the United States 
could reap 4.) within 13 years from increased output. in Japan, research 
findings have revealed that if the workers receive an additional vear of 
education, the proportion of technological innovators among the workers 
will (nerease by 6 percent. The innovation proposale raised by the workers 
can generally lower production costs by 5 percent. The proposals raised 
by trained technica! staff can generally lower costs by 10 to 15 percent. 
The modern scientific management techniques invented and popularised by 
well educated management personnel can lower costs by over W percent, 
(See article by Kia Yulong (1115 4416 7893): "On Intellectual Investment,” 
in Shanghel WEN HU] BAO, 6 December 1979) Therefore, capitaliets are willing 
to employ people with a high etanderd of knowledge and spend money on var- 
us forme of training for the eteff of their firs. 


In recent years, because of the rapid development of science and technology 
an’ ~anagement techniques, the existing knowledge quickly becomes obsolete 
an “old.” Bwen if an employee has received 4 good education end training, 
ne vw li fail to keep pace with the growing requirements of the developing 
situecion tf he does not continue to learn while he works to continuously 
renew his knowledge, According to foreign research resulte, in developed 
piteliee countries the original knowledge of university graduates needs 
to be almost completely renewed after about 10 years. Therefore « new 
theory of education has appeared abroad, namely the theory of “Lifelong 
educetion.” It telle use that since modern science and technology are de- 
veloping rapidly, 4 person's life cannot be mechanically divided into « 
stage of studying and 4 stage of work. While one te working one must still 
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continuously receive new education and gain new knowledge, Otherw ve one 
will be unable to cope with the requirements of knowledge renewal. Ae a 
result, to survive and develop amid competition, the capitaliete must pay 
great attention to the reeducation of their etaff, Otherwise they will 
become backward, Nowadays, in developed capitalist countries, large firme 
have generally set up staff training centers and universities offer many 
in-service training courses of various forme to meet employees’ reeducation 
needs. In the United States, 600 universities have faculties or depart- 
mente of management studies. About two-thirds of these faculties and de- 
partments offer in-service training or research courses, The scale of this 
kind of education is continuously expanding. An old Chinese saying goes: 
"As one lives into old age so should one learn into old age.” Even in 
those times when knowledge did not grow rapidly, people had to keep on 
learning. Now that knowledge grows so very quickly, work end etudy realiy 
cannot be separated into two distinct stages. Work and study must advance 
side by side or alternately. Judging from such trends, it is very obvious 
that overell personnel training ie not merely the enterprises’ current urgent 
task, but it will aleo be their long term strategy task as well. 


This iseve of our magazine also discusses the management personnel training 
experiences of the training center of an American firm. These experiences 
mot only illustrate the great attention that capitalist enterprises pay to 
the training of their employees, but also tremendously inspire us, because 
they integrate the training of personnel with the selection of personnel. 
Their top level management personnel come from basic levels. Personnel 
selected from the basic levels must gain practical work experience at 
various levels before they are promoted to high level management positions. 
Before they take up certain leading positions they must first gain practical 
experience in the major departments that will be led by them. What is more 
important, in the process of gaining actual work experience, every change 
of position or every promotion must be accompanied by a certain amount of 
training. Thus, studying and working are intertwined. The assesement of 
personnel takes into account not only work results but also study results. 
Such training, elimination and selection in a planned way enable the 
capiteliete to have loyal management personnel who have real ability and 
learning. Naturally, in eo doing the capitalists proceed from the inter- 
este of safeguarding their capital. But it is very scientific for them to 
integrate training with selection. At present we also pay great attention 
to the aseesement of the staff of enterprises for promotion purposes. Sut 
we ¢o not integrate assesement with planned training. This can be said 

to be a defect. To select qualified personnel, train successors and en- 
courage the desire of the whole staff to do better, it is highly essential 
to integrate selection and promotion with planned overall personnel train- 
ing work. Then overall personnel training will help raise the technological 
and management standards of the enterprises and generate greeter motive 
forces. 


The achievement of the four modernizations demands 4 contingent of red and 
expert etaff to be speedily trained up. Of course, thie is not just « 
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etrategic task of the enterprises. it is aleo an important task of the 
whole party and the whole nation, The education departments must vigor- 
ously develop the education enterprise and supply new qualified personnel 
to the enterprises. Furthermore, the education departments and various 
economic departmente must all pay great attention to the reeducation of 
employed personnel. Television education, correspondence education, after - 
work education and @o on should be vigorously developed, eo that conditions 
are created for the enterprises to launch overall personnel training. At 
the same time the educational system of our country's universities and 
professional training colleges should be restructured to provide opportuni- 
ties for employed personnel to etudy afresh. All these are necessary. But 
the enterprises themselves must grasp overall personnel training work as 

a long ters and regular basic task, like the Taiyuan Iron and Steel Company. 
They must make overall plane. They must rely on their own strengths and 
make full uee of the facilities provided by various parties to organise 
the training of various categories of personnel in «a planned way and step 
by etep. Those enterprises with the capabilities should mainly rely on 
their own strengths to organize training. Those enterprises lacking the 
capabilities should adopt the method of cooperating with other enterprises 
and etart performing thie task, too, In conclusion, thie task must be 
vigorously grasped. If we do not start grasping it now, the pace at which 
the enterprises march toward modernization will certainly be retarded. 


CSO: 6006 
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NATIONAL ECONOMIC POLICY 


PRC JOURNAL ON COMPETITION AMONG SOCIALIST ENTERPRISES 


HK150836 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT) in Chinese No 2, 
15 Feb 80 pp 8-9 


[Article by Ma Xuezhen [7456 1331 4394], general office of Heilongjiang 
provincial party committee: "Competition Should Be Encouraged Among Social- 
ist Enterprises) 


[Text) For quite a long period, especially when Lin Biao and the "gang of 
four" were on the rempage, many enterprises regarded competition as taboo, 
dared not carry out competition and some people even went so far as to take 
it as a particular law of the capitalist society. Therefore, it was only 
natural for them that socialist enterprises must be cut off from competition, 
Thies viewpoint needs further study and exploration both in theory and prac- 
tice. First, competition is an inevitable outcome of the uneven development 
of economic activities. The development of the productive activities of 
mankind is also uneven like everything else in the world. Differences do 
exist in enterprises as economic units engaged in production, say, in 
business management, productivity, product quality, revenues and expenditures 
and the material well-being of the workers and staff. These differences 
inevitably lead to competition. Secondly, competition has no clase charac- 
ter itself. In both socialist and capitalist societies competition exists. 
Both societies can make use of it, of course, with different aims, ways 

and methods. Competition is not the specific law of the capitalist society, 
but an inevitable manifestation of the role of the law of value. Enge!s 
pointed out: "The law of value of commodity production can only function 
through competition and changes in commodity price, because social Labor, 
measured in terms of time, determines the price of commodities." (Marx and 
Engels: Collected Works, Vol 21, p 215) Therefore, in a socialist society 
where commodity production is carried out, competition is closely associated 
with the commodities governed by the law of value. Where there is commodity 
production, competition must exist. Third, eince competition is a matter 
of objective reality, the so-called “transition in spite of poverty" and 
“eating out of a common bowl” preached by Lin Biao and the "gang of four,” 
and the repudiation of competition by ultraleft theories have caused grav« 
consequences, Enterprises no longer care for business accounting, quality, 
cost reduction and services, From the leading cadres to the ordinary 
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workers in the enterprises, the enthusiasm for production has been ser- 


iously dampened. In this way neither the state, nor the enterprises nor 
the ind . wale will benefit from the production activities, 


Under the condition of the public ownership of the meane of production, 
socialist competition fe based on the identity of fundamental interests. 
Thie type o competition differs from that in capitalist society in its 
aime, waye and methods as well ae ite results. It ie determined by the 
basic economic !aw of socialiem, Stalin pointed out that the significant 
prerequisite and character of the basic economic law of socialiem was “to 
insure maximum satisfaction of the ever-growing material and culture] 
needs of the whole society by increasing and perfecting socialist production 
under the basis of a high degree of technology." (Stalin: “Economic Pro- 
blems of Socialiem in Soviet Union,” p 31) The basic aim of competition 
among enterprises is to produce good and cheap products with high output 
and low cost, “to meet the ever-growing material and culture needs of the 
whole society, including those of the workers and staff who produce good 
and cheap products. This kind of competition differs from the free type 
carried out in the capitalist society where capitalists exploit and plunder 
surplus labor. The method adopted in carrying out the socialiet competition 
is to bring into full play the initiative for production of all cadres, 
technical personnel and workers in the enterprises and to organize produc- 
tion with advanced technology and scientific business management so as to 
reduce the hours required for producing the products to a level lower than 
che houre of social labor epent, and make the products more competitive. 
The enterprises engaged in competition are, on the one hand, considered to 
be rivals; on the other, they are taken as friends who help one another 
make ; rog-ess and use advanced techno!ogy and science to enlarge social pro- 
ducti +. However, competition is something elee in the capitalist society 
where by monopolizing ecience and advonced technology, the capitalists try, 
thrceugh corpetition, to cheat or outw t one another, and practice the law 
of the jungle, which forces some ente:orises to close down while others 
get rich. The competition among socialist enterprises is carried out under 
che unified reguletion of the state plan and differs entirely from the 
blind one, carried out in capitalist society which gives rise to overpro- 
tion. 


The result of competition among enterprises will, in the end, be judged by 
toe ability to produce competitive products. in so doing, they will not 
et che demands of society but also increase the material welfare of 


ne! wn workere and staff, This will bring about the following advantages: 
Throvue) competition, the enterprises are better able to enhance the initie- 
rive of the workers and staff in their work efficiency and productivity, 
netea. ly improve management system, to strengthen business accounting 
and to .ower the cost of production. The enterprises are able to introduce 
anc use advanced technology to reduce the hours required for producing the 


products to 4 Level Lower than the hours of socia’ labor spent so as to 
increase profits, to find and train capable technical personnel, encourage 
the workers to make inventions, bring their spirit of innovation into full 
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play; and to continue to study the state plan and market demand, take {lex- 
ible measures and change the state of seclusion which has existed -or de- 
cades, expose in time the weak Linke of the enterprises and improve them 
without delay. Therefore, the achievement gained by the enterprises can be 
clearly checked through competition of their products. Through competicion 
among the advanced enterprises and those who lag behind, we can turn the 
latter to the former, or under planned and unified arrangements, change 

the operation of those products which fail to compete with others into 

ones which are more beneficial to society. This will fundamentally get rid 
of the bureuucratic work style. Because of the state monopoly on marketing, 
some enterprises are indifferent to their own business management. As «a 
result, the management and administration of the enterprises will really be 
integrated with the demand of the whole society, especially with che mater- 
ial welfare of the workers and staff of the enterprises. 


According to preliminary experiences gained in carrying out competition 
among enterprises in some localities and enterprises, further conditions 
should be created for competition among enterprises in the following areas: 


Firet, great efforts should be made to develop collectively-owned enter- 
priees and change the situation of monopoly by the enterprises owned by 
the whole people. State enterprises owned by the whole people and those 
owned collectively are owned by public ownership. They are inseparable 
parte of the socialist economy. Monopoliging a certain product or trade 
by state-owned enterprises brings harm to their own further development. 
The Tungjiang transistor factory in Harbin is a collectively owned enter- 
prise. But the transistor celle and equipments they produce have surpassed 
similar ones manufactured by the state-owned enterprises in terms of tech- 
nology, production costs and variety. This will stimulate the state-owned 
enterprises to develop more rapidly. 


Second, our enterprises should be given more independence and rights to 
retain a certain share of the profits they have made through their own 
efforts to produce good quality goods with h'gh output. This is necessary 
to increase the material welfare of their workers and staff and increase 
their enthusiasm for production. It should be done on condition that it 
does not interfere with the unified state plan. This determines whether 
or not the competition can persist. 


Third, our enterprises should be given the power to select, promote and 
reward the best people among the cadres, technicians and workers. Whether 
or not the quality of products is high, technology advanced, managemen' 
scientific and enterprises competitive will, to a great extent, be decided 
by the qualifications of the personnel employed by the enterprises. Creat 
efforts should be made to foster the cadres, technicians and workers who 
have high aspirations, are creative, good at thinking and devoted to the 
four modernizations so that they do not become mediocre and unambitious. 


Fourth, our enterprises should be given some authority to handle their own 
business. That is to say, they may use their own judgement to produce more 
competitive products according to the requirement of the market on condition 
that they fulfill the targets set in the state plan. These additional pro- 
ducts may not only be consigned to the commercial department concerned for 
sale but also be marketed by the enterprises. 
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NATLONAL “CONOMIC POLICY 


ECONOMIC JOURNAL COMMENTS ON PARTIAL PROFIT RETENTION SYSTEM 


HKO71050 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 2, 
15 Feb 80 pp 10-12 


[Article by Xu Kinyuan [6079 2450 3293] of the Zhejiang Commercial School: 
"A Probe Into Several Questions Arising From the Trial Practice of the 
Partial Profit Retention System in Commercial Departments and Affiliated 
Organizations" } 


[Text] The state enterprises have carried out the partial profit retention 
system and changed tne financial practice of "putting income and expendi- 
ture under state con.col" so that enterprises can draw out and retain a 
stipulated percentage of their profits and budget their own use of the 
money for expanding production through reinvestment or tor boosting rewards 
and welfare for workers. This is a good way to expand the financial power 
of enterprises. Through the retention of a portion of the profits, the 
interests of the state, the enterprises and the workers are linked up. 

This helps mobilizing the initiative and enthusiasm of enterprises and 
their workers, thus promoting improvements in administration and management 
and bringing about a larger capital reserve for the state. 


Certain results have been achieved since this system was put into trial 
practice last year by commercial departments and affiliated organizations. 
Production development as well as the reward and welfare funds of enter- 
prises have acquired reasonable resources and made increases along with 
the growth in profits, thus helping to solve some practical needs of 
enterprises. The power of independent decisionmaking has started to take 
shape in enterprises and the fruits of management have begun to be linked 
with the material interests of the workers, thus promoting an enterprise 
to pay more attention to business accounting. This has also generated more 
profits for the state. Judging from the conditions in actual practice, 
“the trial oractice of partial profit retention in the affiliated enter- 
prises of commercial departments” is viable, but of course still needs 
further improvements. Now I will put forth certain views and opinions 

on several questions arising from the trial practice. 


I. The Portion of Profite Retained Should Be Drawn Out and Kept by the 
Enterprise Itself; the Percentage Retained Should Be Assessed and Ratified 
Down to the Enterprise 


The purpose of implementing the partial profit retention system in enter- 
prises is to directly iink up the management performance of an enterprise 
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with its production development and the material interests of its workers 
sO a8 to strengthen its economic responsibility and foster higher economic 
results. It, therefore, follows that the enterprise itself must be 
allowed to draw out and retain a portion of its profits while the per- 
centage of profits to be retained should be assessed and approved al) 

the way down to the enterprise. In some areas, the system of fund 
appropriation is used, while in other areas the percentage is merely 
assessed and approved at the level of prefectural or county commerciai 
bureaus. Under those measures, the funds are, in fact, still administered 
by the controlling departments; such as practice is unfavorable for 
mobilizing the enthusiasm of an enterprise and its staff. The "trial 
practice” does not stipulate the principles for assessing and approving 

a percentage for organizations below the provincial level. This is necessary 
at the initial stage of the trial, but now it would seem appropriate to 
have a summing up and work out some explicit rules. 


Which grade of enterprises should be allowed to draw out and retain a 
portion of their profits? This should be determined in accordance with 
the set up of commercial enterprises at various places. Grade-one and 
grade-two centers as well as county and municipal companies should be 
allowed to draw out and retain their profits. Many wholesale departments, 
retail shops, purchase and selling centers and so on under the county 
companies do have separate accounting systems. However, if they were 
allowed to draw out and keep some profits separate, the funds would then 
be overly diversified and would not be put to the most effective use; in 
addition, more accounting procedures would be necessary, hence, generally 
speaking, the retained profits should be drawn out and kept by county and 
accounting units which are responsible for working out the amount of 
profits to be turned into the state. 


Provision should be made to allow corresponding readjustments of the profit 
retention percentage when profits are significantly affected by serious 
changes in prices, taxation, labor-management division, wages and so forth. 
However, the percentage should also be kept relatively stable by specifying 
a number of years during which no change should be made in principle; 
otherwise, if the percentage changes every year, this would be no different 
than allocating funds. Of course, readjustment is necessary if the per- 
centage is found to be unreasonable when put into trial practice. 


Il.'Encourage the Advanced, Recognize the Difference’ Is a Distribution 
Principle Which Applies to the Actual Conditions of the Current Commercial 
Enterprises 


The basic concepts of the partial profit retention system are to link up 
the economic responsibility, economic results and economic interests of an 
enterprise and to reward the well-managed enterprises. The rules of the 
system should first uphold the principle of encouraging the advanced. At 
present, however, the profit difference among individual commercial enter- 
prises is extremely great, and there is still insufficient independence 

in decisionmaking within the management of enterprises. How much an 
enterprise earns is governed by subjective as well as objective reasons. 
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Before readjustment is made by adopting various economic measures, the 
profits of an enterprise still cannot accurately reflect whether the 
enterpriss is well or poorly managed. Such a disparity in profit margins 
should also be recognized. The solution to this is to fix different profit 
retention percentages for different types of businesses and enterprises. 
The same approach should also be applied to industrial enterprises run by 
commercial departments. It would not be advisable to adopt a "one neat 
cut" policy by enforcing a standard percentage throughout the country. 

it should also be noted that for quite a number of enterprises which have 
a very small amount of profits, the adoption of a different profit retention 
percentage may still not be able to solve the problem; in such cases, 
appropriate readjustments should be adopted as well. Such necessary read- 
justments should not be taken as preferential treatment for those lagging 
behind. The extent of readjustment should not be too broad and the 
departments in charge should not exercise control over too many items. 


III. The Extent for Using the Money From Partial Profit Retention Should 
Gradually Be Expanded, Although It Would Not Be Advisable to do so Within 
the Next 2 or 3 Years 


To expand the power of independent decisionmaking in the administration 
and management of an enterprise, the money from partial profit retention 
should, tiom the view of development be expanded step by step so that on 
the basis of increasing profits for the state, an enterprise can also have 
en increase in the amount of money it gets. However, the national economy 
is at present in the process of readjusting and restructuring and this may 
affect the profits of business to a greater extent. In these circumstances, 
because the profits of commercial enterprises are not yet steady, it would 
be inadvisable to expand the use of the money from partial profit retention 
to avoid the situation of several funds competing with one another. Some 
comrades proposed to include into the system. The proposal was raised 

in view of the fact that for years the funds arranged by commercial 
departments for capital construction were inadequate to meet the needs of 
developing production. This idea should be given special attention. 
However, in my opinion, when commercial departments go ahead with capital 
construction, not only is it necessary to solve the problem of financial 
resources, but more important still it is necessary to solve the problem 
of the supply of materials. Before restructuring is carried out in the 
supply system of related materials, the problem in carrying out capital 
construction by commercial departments cannot be solved just by cracking 
the issue of financial resources. Even if the funds for capital construc- 
tion are included in the list in the future, the funds for large capital 
construction items must still be left out. This is because in general 
large-scale capital construction does not belong to the area of expanding 
reproduction by an enterprise; it is, therefore, impossible for an enter- 
prise to finance any such project with the money retained from its own 
profits. 


The extent of application of the money from partial profit retention should 
match the percentage of money drawn out. The percentage has to be raised 
or lowered accordingly along with the expansion or reduction of the extent. 








If the percentage is not raised, the extent of application should not be 
expanded. In the “trial practice,” those items outside the author'zed 
application of the money from partial profit retention are speci‘ied; such 
a specification is absolutely necessary. Of course, along with che pre- 
requisite of having the essential items of expenditure securely covered 
by the money from the portion of profit retained, some enterprises should 
be allowed to effect appropriate replenishments according to actual needs 
on certain items within the limit of funds application for workers’ 
quarters, commercial networks as well as renovations. 


IV. Conditions and Standards for Drawing Out Administration and Management 
Funds Should as Far as Possible Be Reasonable 


Drawing out administration and management funds from the portion of profits 
retained for the purpose of issuing bonuses and instituting workers’ collec- 
tive welfare is the tightest link that connects the fruits of enterprise 
management with the material benefits of the workers. Some comrades in 
enterprises at the basic level describe the administration and management 
funds as the nucleus of the partial profit retention system. Therefore, 
the conditions and standards for drawing out administration and management 
funds should as far as possible be reasonable before the principle of 
material benefits can be correctly reflected and related policies of the 
state can be carried through. 


The rule for drawing out administration and management funds as stipulated 
by the “trial practice” is that for enterprises which fulfill the profit 
target, an amount equivalent to 15 percent of the total wages will be 
drawn out; those achieving more than the target will draw out more while 
those achieving less than the target will draw out less. Although this 
method of drawing out money based on the total amount of wages is not 
entirely reasonable, there is no other alternative in actual circumstances. 
In addition, we need to examine the following problems. 1) Drawing out 
administration and management funds is based on the degree of fulfillment 
with respect to profit targets, being restricted by the degree of subjec- 
tive knowledge and problems existing in the work, cannot reflect the 
objective reality. Because of this, arguments as to how big the targets 
should be fixed and bargaining will probably occur in the course of for- 
mulating the targets. Therefore, we might as well use the actual profits 
from the preceding year as a basis; adjustments should be made in case 
any disruption caused by major objective factors occurs. 2) Currently 
the profits acquired by an enterprise still cannot correctly reflect 
whether an enterprise is good or poorly managed, in these circumstances, 
it would not be advisable to use the profit target as the only basis for 
assessment. Meanwhile, it would also not be advisable to have too many 
kinds of targets to avoid difficulties in making calculations and 
assessments. I suggest that other than the profit target, commercia! 
enterprises should also bring in an index showing the volume of sales. 

3) How can we further implement the principle of encouraging the advanced? 
Some comrades have proposed that we fix a higher percentage for the portion 
to be retained from the part of the profits in excess of the profit 
target. In my opinion, the amount of profits acquired by a commercial 
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enterprise ie greatiy influenced by objective factors, Moreover, under 
the existing practice, each province is subject to restrictions by an 
overall percentage of the whole province. If individual enterprises are 
allowed .o taiee the percentage of the amount to be retained from the 
profite in excess of the target, it would be difficult to work out the 
overall percentage of the whole province. It would seem difficult to 

put such 4 proposal inte practice, With respect to the proportion of 
administration and management funds, my view is to change the method from 
that of increasing the proportion by 10 percent when profite exceed the 
target by [figure indistinct] percent as originally epecified by the 
"trial practice” to increasing on the basis of progressive calculation; 
that ie to say, the greater the amount in excess of the target, the greater 
the percentage of increase will be. 


V. <A Pair Subsidy Scheme Should Be Applied to Enterprises Suffering 
Losees for Reasons of Policy 


The trial practice of aliowing commercial departments to retain a portion 
of their profite is being carried out on a comprehensive ecale, but 
currently quite a number of unite among the commercial enterprises are 
etili suffering losses. Because of this, the “trial practice” has pro- 
visions to subsidize those enterprises through the methods of assessing 
and approving for the retention, or allocation of funds and so on. Despite 
ail these measures, there are still many contradictions. in my opinion, 
theee enterprises have all made etrenuouse effort and brought about achieve- 
mente in ewitching the situation from that of lose to gain. it is, 
therefore, necessary to work out some appropriate measures by which these 
enterprises which suffer losses as a result of carrying out state policies 
can also have some profite set aside for retention according to the 
percentage for retention like the profitabie enterprises. However, this 
must be subject to the conditions of improving the administration and 
mnhagement, reducing the losses or keeping the losses within a stipulated 
limit, eo that they do not have to constantly “live on subsidies.” This 
would help bring into full play the enthusiasm of these enterprises and 
their workers. My tentative idea is to adopt a fixed amount of subsidies 
for commodities selling at a lose for reasons of business management policy 
spproved by the etate. This fixed amount must cover the difference 
«tween the purchase price and the selling price of the commodities, a 
reasonable overhead, plus 4 certain profit (at 4 lower profit rate). Once 
the fixed amount is approved by the state, the amount of subsidies in 
relation to the actual volume of sales within the planned volume of 
saies stipulated by the state is worked out and paid Sy the Ministry of 
Finance. Thies will encourage the enterprises to improve their edministre- 
tion end management as well as to try hard to reduce iosses. If the loss 
‘oes fot exceed the stipulated limit, it also shows that there is a small 
amount of profit. The profit can still be increased if a further step 
ie taker by reducing overhead. The enterprise can then draw out a portion 
of the profit according to the stipulated percentage for retention. Of 
course, when handled in this way, the amount of subveidies for losses 
incurred in expenditures will increase. However, the profite achieved 
by the enterprises still go to the treasury. The difference between the 
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two will then be the retained portion of profit reserved for the enterprises, 
This may be better than other measures for providing 4 subsidy suc! as 
allocation of fund and so forth if the amount fixed is determined in a 
reasonable manner. 


Vi, Enterprises Must Be Allowed to Use the Portion of Profit Retained; 
Avoid Accumulating a Large Amount of Money While Not Being Able to Meet 
Actual Needs 


The purpose of allowing enterprises to retain a portion of their profite 
is to let them have euch an amount of money at their own disposal to bring 
about the desired effects. Some comrades in basic-level enterprises do feel 
that the portion of profit retained must not only be visible but alec 
spendable. However, there are currently many reasons which prevent enter- 
prises from using this money in a reasonable and effective manner. These 
reasons are miinly: 1) The contradiction that the money is drawn from 
separate sources but has to be centralized before it can be used; 2) the 
restrictions imposed by the rules and systems. Take, for inetance, the 
case of the fund for developing production. Since the enterprises usually 
draw out separately a small amount of money for retention, it takes quite 
@ long time to accumulate the amounte before the fund can be weed; and it 
is not easy for the controlling department to organize loans. Also, 
projects for repair and construction financed by the portion of profits 
retained do not easily obtain allocation of materials controlied by the 
state. In addition, the cost of construction ie restricted and the 
project must also go through a series of procedures involving invest iga- 
tion and approval. Another example is the reward fund. Since there are 
neither any specific rules for giving rewards nor any ecientific method 
to decide on rewards, some uniie cannot issue anything more than the 
monthly bonus although the resources exist for paying owt bonuses. A 
further example is the workers’ welfare fund, which, according to the 
rules, is to be used for instituting collective welfare. However, the 
workers of commercial enterprises scatter over a wide area. In addition, 
some collective welfare “institutions” cannot possibly and indeed should 
not be established by one enterprise alone; but it would be very incon- 
venient to put them under centralized management. Therefore, the fund 
can neither be used to establish collective welfare “institutions” nor 

can it be used in any other way for the workers’ welfare. In some areas 
there is a surplus of money from the retained profits mainly because the 
money cannot be used as a result of the restrictions from various 
quarters, and not because excessive profite have been retained without a 
way to spend them. This problem requires special attention. However, 

it cannot be solved just by improving the partial profit retention system. 
The controlling departments concerned must adopt measures so that an 
enterprise can really have the power to make the most effective use of the 
money retained and the situation of accumulating a large amount of money while 
not being able to meet the actual needs can be prevented. Of course, 
when using the money from the portion of profite retained, we must still 
place emphasis on sticking to thrift and striving for economic results, 
strictly complying with the rules of the state, prohibiting violations of 
financial and economic discipline and avoiding waste and extravagance. 
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NATIONAL PCONGMIC POLICY 


AUTONOMY OF COLLECTIVE ENTERPRISES MUST BE RESPECTED 
Tianjin TIANJIN RIBAO in Chinese 18 Mar 60 p 3 
[Article by Zhao Yang [6392 7122)) 


\Text] The collective industrial enterprises in Tianjin City are prosper- 
ing, « situation that pleases everybody. They have, however, some prob- 
lems which need to be resolved. We must correctly understand the important 
role that collective enterprises play in developing our socialist national 
economy, actively seek for solutions to euch problems, and further promote 
their development. 


The collective enterprises in Tianjin were established in the course of 

the cooperativization of handicraft industries in 1956 and the organiza- 
tion of etreet industries in 19568. They went through a period of 
“escalation,” “transition,” “centralization,” and “decentralization,” 

They grew stronger in the couree of the organization of etreet industries 
in 1966, 1970, and 1979, and they have now become an indispensable economic 
force in our city's contribution to the development of the national econony 
and the acceleration of the four modernizations. According to statistical 
surveys, there were 2,822 collective enterprises and related wits in the 
city at the end of 1979, which wae 2.5 times as many as those in 1957, 
Their industrial output value was 2.8 billion yuan-——6.2 times greater than 
that in 1957. In 1957, the output value of collective enterprises comprised 
11.9 pereent of the city’s total industrial output value. In recent years, 
it has rieen to around 20 percent. From 1958 to 1978, the average annual 
rate of increase in industrial output among collective enterprises was 8.7 
percent, while the average annual rate of increase for all industrial en- 
terprises was 6.9 percent. 


Not oniy did collective enterprises develop rapidly, but major changes took 
place in terme of mechanization, socialization, and the composition of 
personnel. The degree of mechanization is more than 50 percent in factories 
where collectivization is practiced, Mechanizetion in small collectives 
ranges from 20 to 3 percent. In many unite, the number of employees is 

50, with some having more than 1,000, Employees in these factories ere 
mainly students, off-duty silitary personnel, and housewives. Collective 
enterprises are no longer the semisocialist enterprises at the beginning 

of liberation, they are now completely socialist in nature. 
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The development and growth of collective enterprises in the city hae ac» 
celerated the economic growth of the city, Firat, they have accum ated 
capital for investment, From 1949 to 1978, the city's collective enter= 
prises contributed ae much as 5 billion yuan to the state through taxation, 
Such new industrial districts ae Tucheng, Chen Tangzhuang, and Baim ao 
were established with the capital thus accumulated, Furthermore, these 
enterprises complement large-scale industries by providing accessory 
products, In 1978, the city's second-category light industries provided 
accessory products and services amounting to 500 million yuan to the city's 
textile, machine=-building, chemical engineering, and electrical engin= 
eering industries. The scope of services performed by street industries 
Was even wider, in addition, they liven up the market and enrich the 

life of the people. In 1978, the products turned out by the second cate- 
gory light industries (valued at 700 million yuan) and the 84 producte 
manufactured by street industries were indispensable daily items needed 

by the people. Moreover, these products contribute to the expansion of 
foreign trade. In 1978, the products manufactured by collective enterprises 
in the city which were meant for export (whose total value reached 400 
Sillion yuan), comprised 26 percent of Tianjin's total export trade by 
value. The value of foreign exchange exceeded U.5, $1 billion in that year, 
Finally, they provided gore employment. From 1949 to 1979, chrough the 
grovth of collective enterprises and particularly street industries, sore 
than 500,000 people were assigned jobs. 


Since collective enterprises in the city have made such great contributions, 
they should be respected and supported. However, these enterprises have 
been subject to restrictions, leveling, and expulsion as 4 result of long- 
continued destruction by the leftist ideology of Lin Biao and the “gang of 
four.” Some of these problems have not yet been resolved. in order to 
further promote the role of collective enterprises in the city, we must 
seriously resolve the following problems. 


First, we gust correctly underetand the nature and purpose collective en- 
terprises. Ina letter to August Bebel in January 1886, Engele stated: 
“With regard to the transition toward communiem, Marx and I never doubted 
that we gust make extensive use of cooperative production as an inter- 
mediary.” (Collected Works of Marx and Engels, No 3%, p 416). It can 
be seen that the collective economy is 4 major facet in the course toward 
commumise, and that we should develop it in a big way. In the past, people 
degraded the city's collective enterprises and considered them low forms 
of socialist enterprises, and they lopsidely focused on “size,” “public 
ownership,” and persisted in demanding that “emalil collectives” should 
be turned into “large collectives” in order to make way for state owner- 
ship. This was not in accordance with the principles of Marx and fhgels. 
Such policies brought havoc to the city's collective enterprises, and 
were the origins of many restrictions, regulations, and pretexts. Hence, 
in developing the city's collective enterprises, we must b. oak through 
these theories and wmecientific formulas. We must realize in our think- 
ing thet we @ust not put undue stress on making “small collectives” into 
“large collectives” and quickly soving toward state ownership. We must 








stress that these two pathe can coexist, that the current state of collective 
enterprises are appropriate to our country's estate of economic development, 
and that the two can mutually support, learn from, and emulate each other, 
Concerning the higher forme of collectivization in the future==-that is, 
public ownership of the means of production=-we know this is a question 

to be examined in the course of practice, For now, we can liberate our 
thinking only by understanding the above, and promote the development of 
collective enterprises, 


Secondly, we must respect the ownership and autonomy of collective indus- 
trial enterprises, The policy of the party toward collective enterprises 
is to support, encourage, and develop them, But some of the regulations 
and methods we now use are still based on “exploitation, limitation, and 
reformtion” devised during the socialist transition period of the 1950's, 
These measure are unreasonable and must be redefined. 


Surveys shaw that, from the supply of raw materials to marketing, collective 
enterprises are still suffering 4 subsistence state, and such a situation 
hes not bee changed, Benefits to che workers in collective enterprises 
are still based on “the people's condition at large and below those 
working for atate enterprises,” They are unable to obtain more rewards 
for more labor, Among street enterorises, quite a few unite still ex 
perience the situation of “less than 30 yuan of monthly wages on the 
average, and individual wages not allowed to exceed 35 yuan." There is 
no grain ration based on extra work, no consideration given to work ex- 
perience, and no bonus. it is of particv's. note that no respect is 
paid to the ownership and autonomy of colisctive enterprises--a situation 
which is very serious. Capital accumulated by street industries has 
been taken away for nonproductive purposes, Capital from street enter- 
prises is used for expenses which otherwise should not be consumed, and 
sometimes it is used without regard to regulations, For instance, the 
building of offices, hails, and pub'ic construction derive their funds 
from street enterprises. Other examples, like the use of labor power 
without compensation, is especially widespread. Some workers are taken 
avay for en entire year and are still paid by the enterprises. Such 
conditions severely affect the development of collective enterprises and 
da@pen the activiem of the enterprises and their workers. 


We maintain chat the ownership and autonomy of collective enterprises 
muet be respected, and that no department is permitted to ake use of 
srecext® to exploit the equipment, capitai, and labor force of collective 
enterprises. We should develop collective enterprises based on the 
principles of “independent accounting, self-sufficiency, democrat ‘c 
management, and reward according to labor," Under the guidance of the 
s\ate plan, collective enterprises have the right to manage their per- 
sonnel, iabor utilization, production plans, and management. Important 
matters such as expenditure, distribution, and welfare should be decided 
by representatives elected by the workers, Enterprises have the right 
to adopt diversified economic production, They can produce and market 
tiucir products in the same organization. The marketing division can buy 
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specified products from the state, and it can order or select products 
Which are manufactured and marketed locally. Enterprises have the right 
to attend trade negotiations and directly engage in the signing of con- 
tracts. Enterprises enjoy the right of financial autonomy, All unite 
which are based on "group accounting” are to gradually change their 
financial status to “independent accounting.” Revenue submitted to the 
supervisory department after tax deductions should be based on a spirit 
of caring for the growth of enterprises, The existing ratio of contribu- 
tion should be change.d Enterprises have the right to determine their 
wage structure, payment system, and welfare, depending on their financial 
condition, Workers who make substantial contributions can be rewarded 
at a level higher than those in state enterprises. Workers in street 
enterprises who are within the age range for retirement should be en- 
couraged to retire, or a retirement syetem should be established, depend- 
ing on the condition of the enterprise. 


At the same time, 411 relevant departments should actively support the 
development of collective enterprises. in terme of finance and loans, 
permission should be given to street enterprises to open bank accounts 
and obtain loans. The tax burden on collective enterprises should be 
alleviated, Departments controlling the distribution of raw materials 
should exercise fairness in allocating materials to collective enter- 
prises in production, upgrading, and installing equipment. The food 
department should provide fair amounts of grain for work-related ratios 
to street enterprises. All relevant departments have to recognize the 
statue of "small enterprises"--their workers are like workers in state 
enterprises, and their work experience and political status should be 
taken into consideration, All these reforms should be implemented on 
the basis of economic principles. 





Thirdly, we must strengthen leadership and overall planning, and actively 
support the development of collective enterprises. In developing urban 
industrial enterprises, we must consider the national economy and the 
demands of the new economic order, emphasize balanced distribution, and 
plan comprehensively so that we can avoid ill-considered plans and 
wastefulness, The key in this matter is to strengthen party leadership. 
We must establish an organization with authority, and change the current 
situation of excessive control and weak mangement. At the same time, we 
should scrutinize the many problems of collective enterprises in order 
to define them clearly. We should presently organize work groups and 
study groups and related members to conduct extensive research on the 
city's collective enterprises, so as to devise regulations and implement 
them systematically based on a spirit of comprehensive development and 
fair distribution, 


In addition, we must publicize the superiority and role of collective en- 
terprises, explain the party's policy, criticize the leftist policy of 

Lin Biao and the “gang of four,” and eradicate the various pernicious and 
ridiculous rumors they sowed when they said that “collectives are inferior," 


In conclusion, collective enterprises are an important component of the 
socialist economy, and we must support and develop them so as to accelerate 
the four modernizations. 
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NATIONAL PCONOMIC POLICY 


BEIJING RADIO ON LENIN'S THEORY OF ECONOMIC CONSTRUCTION 
0W262000 Beijing Domestic Service in Mandarin 0200 GMT 26 Apr 80 


\Article by che Central Compiling and Translating Bureau: "Study Lenin's 
Theory and Practice on Economic Construction") 


|Summary] “Lenin's theory and practice on economic construction are still 

of direct guiding significance to us today. We must conscientiously study 
them and use them as a guiding principle. Because of the peculiar histori- 
cal conditions, the dictatorship of the proletariat was first achieved in 
Russia, @ very backward country economically, where class contradictions 

were extremely acute and reactionary rulers were comparatively weak. The 
victory in revolution thus laid down a political foundation for realizing 
socialism. After having seized political power and having suppressed 
resistance by the exploiting class on the whole, the proletariat of Russia 
had to resolutely and ewiftly shift the focus of the work of the party and 
the state to economic construction, vigorously develop productive forces 

and rapidly replace small-scale production with large-scale socialized pro- 
duction so as to create a concrete material foundation for building socialism. 
This was Lenin's guiding ideology for the world's first country under the dic- 
tatorship of the proletariat.” 


Lenin emphatically pointed out: It is not enough for Soviet Russia to surpass 
the car italist countries in its political system only. Strenuour efforts 
shold be made to build a foundation for socialist economy and create labor 
productivity higher than that of capitalist society. Only thus can the dic- 
tatorship of the proletariat be consolidated, can capitalist restoration be 
prevented once and for all, can aggression by imperialist powers be coun- 
tere. .arge amounts of commodities be produced to meet the needs of the 
people'« material and cultural life, and can a foundation be created to elimi- 
nate all classes once and for all. 


“To this end, it is necessary to transform the backward economy and achieve 
industrial and agricultural modernization by means of advanced science and 
technology. Therefore, Lenin in early 1920 seized the opportunity and organ- 
ized some 200 top-notch Russian scientists and technicians to map out a 
10-15-year Long-range plan for the development of the national economy, known 
as the famous all-Russia electrification plan. Furthermore, Lenin himself 
even regarded this plan as the second constitution of the party." 
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While thoroughly expounding and proving that economic construction is the 
fundamental task of a country under the dictatorship of the proletaciat, 
Lenin aleo personally guided Soviet Russia to adopt all possible means to 
have the focus of work shifted under the most difficult conditions. in point 
of fact, Lenin never regarded economic construction as a purely economic 
activity. He once pointed out that economic work represents in itself a 

Most significant political activity for everyone, including government 
officials and the masses of people. Having estimated with a cool head the 
political and economic conditions of Russia at that time, Lenin resolutely 
led the party and the country to carry out new economic policies and seek 
better ways to build a concrete foundation for launching socialist economic 
construction. Guided by Lenin, the whole party and the whole country re- 
organized and readjusted the national economy and adopted a series of effec- 
tive measures to carry out the principles and policies for economic construc- 
tion. Proceeding from Russia's actual conditions, Lenin called for greater 
efforts to first restore agriculture and industry, including medium and small 
industry as well as local industry, vigorously develop small-scale production 
in society and make full use of the national capitalists in order to speed up 
the pace of economic construction. All this manifests Lenin's brilliant dia- 
lectical theory on socialist economic construction. 


“Lenin attached great importance to the question of training talented per- 
sonnel. Having noticed that the development of economic construction will 
inevitably create changes in the formation of the ranks of cadres, Lenin 
realized that the shift of the emphasis in work will also bring about changes 
in the duty and ability of all leading personnel, and that the contingents of 
cadres should be reorganized in good time to keep pace with the new condi- 
ticns and new tasks. Lenin pointed out at that time that some of the most 
capable revolutionaries and agitators may not necessarily be qualified to 

take over the leading posts of economic construction, because management is 

a special skill and requires experts who know every link in production, who 
possess production techniques and who have received certain scientific train- 
ing.” As a result, Lenin called on the leading personnel to honestly study 
new skills in management from the very beginning. Lenin also pointed out that 
the question of how to make full use of experts in science and technology also 
constitutes a chief part of the organizational work of economic construction. 
Simultaneously with criticizing the wrong idea that the socialist cause can 
only be built by the communists without any support from others, Lenin also 
clearly revealed the harmful consequences by indiscriminately condemning all 
experts in science and technology as bourgeois experts. 


[0W262055]) Meanwhile, Lenin also paid attention to wiping out illiteracy in 
the rural areas and selecting talented people from among the workers and 
peasants for promotion to leading posts at various levels. In the course of 
exploring the ways and means of converting socialist theory and ideology into 
reality, Lenin always observed the principle of Marxist theory. He pointed 
out that the task of building socialism can be achieved only by the people 
themselves but cannot depend on orders issued by the higher levels, and that 
in order to guide socialist economic construction and work out applicable 
principles and policies that are suitable to actual conditions, it is neces- 
sary for the party and the state to rely on the experience accumulated by the 
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people, a8 well as on the joint efforts of the party-government organs, 
masse organivations, factories and rural areas. 


On the cccaston of celebrating the fourth anniversary of the October revolu- 
tion, nin said that since the bourgeoisie had studied economic management 
for s eral decades, they have had all the opportunities to learn more and 
correct their own mistakes. However, it is impossible for us Bolsheviks to 
learn the skills of economic management within a short period of time. There- 
fore, we should not be disappointed, for the proletariat must try to learn 


fauter than the bourgeoisie in order to become a prudent, diligent and capable 
master. 


"Jnder the leadership of the Chinese communist party, the broad masses of 
Chinese people have waged a painstaking struggle along the road of socialist 
transformation and socialist construction for some 30 years. Although the 
road is tortuous and the achievements are tremendous, we have also suffered 
some serious setbacks. Even though our historical conditions today are much 
different from those of the Soviet Russia of the past, we will still be able 
to raise our consciousness of implementing the Marxist line laid down by the 
yarty central committee by means of studying well Lenin's refined theory and 
.deology on how to explore the ways and means for carrying out socialist con- 
struction, his truth-seeking spirit and his revolutionary courage and resource- 
fulness of daring to make firm decisions in accordance with objective condi- 
tions. This will also help us to further emancipate our minds and explore 
the ways and means for achieving our country's socialist modernization.” 


CSO: 4006 
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NATIONAL ECONOMIC POLICY 


MINISTER OF BUILDING MATERIALS INTERVIEWED 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER) in Chinese No 12, 
26 Mar 80 pp 2-4 


{Interview with Song Yangchu [1345 7402 0443], Minister of Building Materials) 


[Text] Recently, our correspondent interviewed Minister of Building Materials 
Song Yangchu. His answers to questions on the production of building materiale, 
the readjustments in the building materials industry and the prospects of 
foreign trade are as follows: 


(Question) Mr minister, please tell me about the present situation of building 
materials for houses. 


[Answer] For a very long time, clay, bricks and tiles have been used as the 
main building materials. Even now, they still constitute more than 95 percent 
of the materials used for the walls and roofs. When these materials are used, 
labor intensity is high; but productivity is low, progress is slow, the conr 
struction period is long, and mechanization is difficult. These materials 

are also heavy, and each square meter of structure requires about one and 

a half tons of these materials. In other words, for a building of 10,000 
square meters, 15,000 tons of building materials are required. The large 
quantity of building materials will also impose a strain on transportation 
facilities. According to statistics in some provinces and municipalities, 

the transportation of building materials accounts for about one-third of the 
total volume of short distance hauls. Houses built of bricks and tiles cannot 
be effective anti-seismic structures. The brick and tile factories in many 
cities are now beginning to have problems with the supply of raw materials 
because the source of clay is rapidly being depleted. Therefore, it is + .w 

an urgent task that cities speed up the development of some new types of 
building materials. This is also necessary in regard to large-scale building 
projects throughout the country. 


[Question] What new types of building materials can be produced in our 
country now? 


[Answer] Among the new types of building materials being produced in our 
country are blocks of various kinds (solid blocks made of coal ashes, hollow 
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blocks mace of gangul, hollow cement blocks, and so forth); aerated concrete 
cerampite; and so forth. Since 1975, we have drawn on some foreign experience 
which is wed according to actual conditions in our country; we have also 
studied a.4 deveioped some light wooden frames to be used as accessory building 
materials. Right now, we have the following six types of products: First, 
ready-made reinforced concrete beams, slabs, pillars, piles and so forth 

to be assembled into a light frame to support the weight of the house; second, 
gypeum slabs, aerated concrete slabs, asbestos-cement slabs, cement slabs with 
wire nettings, and other light-weight materials to be used for walls and roofs; 
third, mineral wool or mineral wool sheets to be used for insulation; fourth, 
waterproof glase-fiber asphalt felt to be used on the roof or outer walls, 
waterproof coating and sealing compounds; fifth, decorative wallpaper, plastic 
wallpaper, glass fiber wallcloth and various types of coatings; sixth, grass 
fiber sheets to be used on sliding doors or furniture. These new materials 

are two-thirds lighter than the old ones, and most of these items are ready- 
made, so they need only be assembled at the construction site. They are more 
suitable for mechanization. 


In addition, there are various types of accessories and fittings such as 
sives; windows; small metal wares; and new equipment for water, heating, 
electricity and sanitation. With these items, we can build economical, 
suitabie, durable and aesthetic houses. 


Question] How are these new building materials going to be produced? 


|\Answer| Our country has set up 13 experimental and production lines for 
light wooden frames, and most of them are in trial operation. Production 
bases for new building materials have been set up in Beijing, Shenyang, 
Harbin, Wuhan, Shijiazhuang, Suzhou and Wuxi. From 1976 to 1979, houses 

with a total floor space of 270,000 square meters have been built with the 
new meterials on a trial basis in 11 provinces, municipalities and autonomous 
regions; and more than 65,000 square meters, or about one-third of the total 
number of houses, were built in Suzhou in 1979. 


[Question] Please tell me about the prospect of the development of these 
new building materials according to the long-range plan. 


[Answer] As previously mentioned, some localities and cities are establishing, 
or are planning to establish, bases for producing new building materials. 

These bases are generally of three types: First, large bases capable of pro- 
lucin: eoough for approximately | million square meters of structure annually. 
Besides meeting the demands of housing for the residents, they will also 

ater to the need for tourist hoteis. 


vedium-size bases capable of producing enough materie\|ls for 500,000 
to 800,000 square meters of structures annually. 


Third, small bases capable of producing for 100,000 to 200,000 square meters 
annually. These bases are suitable for cities with a population of 300,000 
to 400,000, 
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We plan to spend about 3 years in setting up one large base, three to five 
medium bases, and more than 10 small ones so that we can produce enough mater- 
ials of the new type for 3 to 4 million square meters of structure. Then we 
plan to spend another 10 years to set up such bases in all large and medium- 
sized cities. We will also continue to increase the supply of construction 
materials in the countryside. 


However, it must be noted that we cannot entirely replace clay, bricks and 
tiles with new building materials, because in the areas where the resource 
of clay is plentiful, the use of clay, bricks and tiles will continue. We 
will improve the quality of clay, bricks and tiles, so that they will be 
thin, large and hollow. 


[Question] What about the production of other types of building materials? 


[Answer] Since the founding of the People's Republic, the development of 
building materials has been fairly rapid. In 1978, compared with 1952, the 
total output value of the building material industry increased 15 times, 
averaging an annual increase of 11.8 percent. Compared with the early post- 
liberation period, the production of cement increased 98.5 times, plate-glass 
increased 20 times, and porcelin for sanitation purpose increased more than 
200 times. The production of other items, such as glass fiber, glass fiber 
reinforced plastics, caste-stones, cement and various types of new building 
materials including asbestos, mica, diamond, graphite and other non-metal 
products, has either started from scratch or from a small scale, and is now 
regular. 


The varieties have also been increased. Take cement, for instance. Since the 
early post-liberation days, the varieties have increased to more than 70. 

In addition to the common silicate cement, we have now the bauxite and 
phosphate types, including those which coagulate and harden rapidly and those 
specially used for building dikes, oil wells and so forth. At the same time, 
we have produced white and color cement. 


[Question] What was production in the building materials industry like in 
1979, 


[Answer] In 1979, this industry developed fairly rapidly. The production of 
the main items increased by more than eight percent, compared with that of 
1978. Some 74.45 million tons of cement, an increase of 11.1 percent, and 
more than 22.9 million cases of plate-glass, an increase of 14.4 percent, 
were produced. The production of glass fiber, face bricks and floor bricks 
was increased by more than 10 percent. Other products were also increased 
in varying degrees. The quality of all products was improved in varying 
degrees. The quality of all products was improved and some brand-name 
products have appeared. The Wuyang [Five Sheep] Cement of the Guangzhou 
Cement Plant and the Baolei [Fortress] Brand Cement of Xinhua Cement Plant 
were awarded gold medals for their fine quality by the People's Republic 
of China. The Zhongshan [6945 1472] Brand cement of Jiangnan Cement Plant, 
used for oil-wells; the Huanghe [Yellow River] Brand cement of Jinan Cement 
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Plant; the Jianshe (Construction) Brand artistic bricks of Shiwan Construction 
Porcelin Plant; and the Gongkuang [Industrial Mine} Brand high-carbon graphite 
if Nanye Graphite Mine have all been awarded silver medals by the Chinese 
People's Republic. 


[Question] How does the building material industry implement the policy of 
read{ust@ent of the national economy’ 


|Answer) At present, this industry is still rather backward, and it is a 
particularly weak link in the national economy. Since last year, the state 
has given priority to the building material industry along with the fuel and 
communications-transportation industries in the national economy. After 

the 3 years of readjustment, there should be a new development in the national 
economy, capital construction will pick up speed, and the demand for building 
materiais will be greatly increased. Therefore, we will proceed from reality 
and continue to advance during the readjustment period. We will establish 

a number of new enterprises for the building material industry and expand 

our productive capacity. 


In deve.oping our building material industry hereafter, however, we mainly 
have to rely on tapping the potentials of existing enterprises. We have 

now more then 40,000 building material enterprises throughout the country em 
ploying some 3 million workers and staff members. These enterprises have 
strong potenttals and we must readjust, consolidate, restructure and improve 
them in different ways according to their different conditions, so as to 
raise their technical and management levels, and increase their output. We 
will endeavor to achieve outstanding success in improving the quality, in- 
creasing the varieties and range of specifications, and lowering consumption 
and production costs. 


In the process of readjustment, we will also vigorously strengthen the 
foundations for the building materials industry by carrying out geological 
prospecting, designing, scientific research, education and the manufacturing 
of machines. According to the spirit of the Centra] Authorities on restruc- 
turing the system of economic management, we will organize some professional 
companies and complexes for experiments besides trying out the expansion of 
the enterprises’ decisionmaking power. 


\Question| Mr minister, please teil me about the foreign trade prospects 
for our building material industry. 


[Answer| The prospects are good. There is a very big demand for our building 
materials in the world market. However, the proportion of our product in the 
total lume of transactions in the world market is still small. In 1978, 

‘or example, cement amounted to only 2 percent; graphite, only 3 percent, 
asbestos, only 0.5 percent; Tali marble, granite and terrazzo, only 1 percent. 
Yet we have rich resources for building materials and our deposits of asbestos, 
talcum, graphite and other non-metal minerals are among the first in the world. 
We are also first in the deposits of Tali marble with regard to the number of 
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varieties. Therefore, there are strong potentials for our building materials 
in the export trade. That is why we must pay more attention to our export 
of building materials, particularly to the quality. 


To speed up the development of building material industry, we will firmly 
adhere to the basic principle of maintaining independence, keeping the 
initiative in our own hands, and relying on ourselves. We will expand the 
scope of economic and technical cooperation with foreign countries and wel- 
come foreign investments, compensatory trade, and joint ventures with foreign 
countries. We will find some way to expand or build some new factories and 
mines and import advanced foreign technology and equipment in order to change 
our backwardness in the building material industry as quickly as possible. 


9411 
CSO: 4006 
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ECONOMIC PLANNING 


ECONOMIC JOURNAL ViEWS QUALITY CONTROL STUDY 


HK131230 Beijing JINGJI GUANLI [BCONOMIC MANAGEMENT) in Chinese No 2, 
15 Feb 80 pp 37-40 


\Article by Ye Jinyan (0673 68655 6056): “High Standards, Stern Demands 
and No Fear of Starting From Scratch--Discuesing Quality Control in the 
Dongbei Light Alloy Processing Plant”) 


Text) The Dongbei Light Alloy Processing Plant is the principal factory 
for producing aluminium alloy for the war industry. This factory came into 
operation in 1956 and has accumulated a great deal of quality control 
experience. Its products are of high quality and are well received by 

the war industry departments. in the years marked by the disruption and 
sabotage of Lin Biao and the “gang of four,” the quality of its products 
deteriorated rapidly. There were successive complaints about the inferior 
quality of ite products. After 1977, the factory succeeded in integrating 
foreign experiences with the actual conditions in the factory and came up 
with realistic objectives and meane for the implementing of these objec- 
tives. In the past 3 vears, the factory has achieved marked results in 
quality control work and the quality of its products is improving. its 
maior experiences will be described as follows: 


Take Firm Hold of Improving Product Quality 


in 1977, after the smashing of the “gang of four,” the factory was beset 

| h contradictions and difficulties. Howwas it to start reorganizing 
tne factory’? The factory engaged the workers in serious discussions. The 
conclusion was that the crux c* the problem was inferior product quality. 
It wae decided that the improving of product quality must first be grasped. 
The interior product quality at that time was mainly expressed in the low 
end product rate. The end product rate for 1976 was as low as 42 percent. 
Thie wae ?.1 percent below the all-time high. The factory leadership 
appealed to che workers to invest a year of hard work to restore the “four 
rates’ with the emphasie on putting the end product rate back to the level 
of the all-time high. 


Analysis by the factory leadership revealed that the low ead products 
rate was not due to technological problems but primarily due to 

the problem of management, and especially the eystem of responsi- 
bility. To reorganize the system of responsibility measures 
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for introducing 4 quality quota, waste product rate and quality 
improvement were carried through to the team and individual levels 

This ie called the “three implementations.” Among the “three implementa 
tions,” the carrying through of the waste product rate to the individual 
level ie regarded as the key. It is argued that if the waste product 

rate is not carried through to the individual level, the system of 
responsibility for quality will have no practical effects. To achieve 

the “three implementations,” basic business construction should fulfill 
the following requirements: that is, original records of product quality 
should be entered in full without omissions, production file cards should 
be entered in full without omissions and the manufactured products and 
moulds should be arranged in order without being misplaced. To insure 

the conscientious implementation of the principles of the "three 
implementations” and the requirements mentioned above a set of work pro- 
cedures based on the “three stresses" was established. First, stress is 
placed on holding of quality analysis meetings at the factory, workshop 
and team levels. Second, stress is placed on the “three not letting of fs" 
with regard to waste products (that is not letting off the cause of waste 
product, responsibility and failure to carry through improvement measures). 
Third, stress is placed on examination, emulation, assessment and reward 
of quality control work. Experience has proved that once these “three 
threes" are put into effect, the crucial problem of quality control work 
will be resolved. As a result of these measures, the factory has ful- 
filled the national plan one quarter ahead of schedule. “The four rates” 
have reached their all-time high and the contract implementation rate, which 
was not fulfilled for more than 10 years, has been fulfilled in full. 


in 1978, after the problem of the low end product rate was initially re- 
solved, the factory shifted its emphasis to improving product quality in 
time. A factorywide mass movement for achieving good quality was launched. 
Standards of high quality were prescribed for all products of the factory 
and the examination of the high quality rate was conscientiously carried 
out. In addition, to continue ite emphasis on the “three threes” and the 
improvement of management, the factory also attached great importance to 
resolving various technological problems involved in improving quality. 
After a year's work, all of the eight economic and technological targets 
of the factory surpassed their all-time high and the high quality rate 
was as high as 85 percent. The factory thus entered a new development 


stage. 


Develop the Activities of the ‘Five Guarantees’ Around the Target of 
Turning Out High Quality Military Supplies 


In 1979, party work, the factory proposed the new strategic objective of 
turning out high quality military supplies to satisfy the needs of the 

war industry departments within a few years. [sentence as printed) In 

light of this strategic objective, it was discovered that areas such as 

the level of enterprise management and technology, work style and policies 
of quality control were still lagging behind. To rectify such shortcomings, 
it was proposed that two problems had to be resolved first: the first one 
was to stress the work of quality control throughout the whole production 
process starting with the raw materials. The second one was to engage all 
workers in the factory in production and management work which were organized 
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around che objective of improving product quality. it was explicitiy 
etated that these two probleme were to be solved by launching factorywide 
masse act vities of the “five guarantees,” that te, to guarantee high 
quality producte in five areas, 


Piret, raw materials, ancillary materiale and power should guarantee the 
output of high quality products. in the past, the demand on the ancillary 
departments of the factory was very low because their roles in insuring 
product quality was underestimated. Power departmente were only required 
to guarantee the supply of water, wind, electricity and gas without 
accidents. Supply departments were just required to supply various kinds 
of raw materials in time. There was no specified standard governing the 
quality of the raw materials. in fact, it wae impossibie to insure the 
quality of the end products without strict quality standards governivg 
these departments. For instance, the circulating water supplied by te 
power department should not exceed 28 degrees centigrade, otherwise tie 
ingot casting will crack. The coal gas for smelting aluminium ingots 
not only should have enough pressure and heat generating capacity, the 
water content should aleo be up to standard. If the water content is too 
igh, it will cause air holes if eprinkied onto the metal. Compressed air 
not only should be at the required pressure, ite of] and water content 
should also be reduced to the minimum. [f not, the of11 and water will 
cause corrosion if sprinkled onto the aluminium plates. in short, the 
power and supply departments cannot stay aloof from quality control. The 
or sal of thie guarantee has epurred these departments to focus their 
work on quality. 


Second, equipment, instruments and meters should guarantee the output of 
high quality product. There are about 3,000 workere engaged in these 
departments in the factory, but the quality drive in the past never affected 
them. In actual fact, the technological conditions of the equipment and 
instruments, the temperature range of the furnaces and the accuracy of 

the thermometers were not up to standard. The quality of the goods turned 
out was ooor and unstable. Since the technological installations were 
unreliable, it was impossible to carry through the technological process. 
Thus, it wae impossible to guarantee the turning out of high quality sili- 
tary supplies. 


Third, the technological process should guarantee the output of high 
juallty products. The scientific and technological process is the key for 
‘roducing high quality products in the metallurgical industry. For many 


jeare, the ultraleftist line of Lin Biaco and the “gang of four” seriously 
disrupted the technological ptocess of the factory. Many practical and 
epecific clauses were eliminated and the whole process became more and more 


rude and “principled.” The original content of the process vas lost. 
ertain etandards within the process were lowered to accommodate produc- 
‘ion conditions which were not up to etandard. This is like putting the 
cart before the horse. This simply cannot guarantee the quality of the 
products. 





Fourth, production operations must guarantee the output of high quality 
products. Several years ago, due to the influence of anarchiem, it wae 
not uncommon for workers to disobey the operating inetructions anc’ carry 
out their “free operation.” For instance, the aluminium ingots have to 
be heated before being pressed. In order to control the aluminium ingote 
within a given temperature range, the ingots have to be put into the heating 
furnace piece by piece at regular intervals. To save time, some workers 
simply put more than 10 aluminium ingote into the furnace all at once 

as soon a6 they started work thus they could finish 8 houre of work in an 
hour. Aluminium ingote heated under different temperature ranges vere 
not up to standard. However, after prolonged practice, this actually 
became a “legitimate” operation. If thie kind of "free operation” which 
goes against the operating instruction is not rectified, no high quality 
product can be turned out regardless of the quality of the raw materiale 
and installations. 


Fifth, insure a more civilized production environment. Aluminium products 
are relatively fragile. The quality of such products is more susceptible 
to environmental influences. A civilized production environment is vital 
to improving the quality of such products. After 2 years of reorganization, 
the rubbish of this factory has been cleared off, the confusion rectif ted 
and the factory has become clean and tidy again. A more civilized pro- 
duction environment has been restored. However, we cannot stop at this 
standard. Since aluminium foil is as thin as 0.007mm, a mosquito or emall 
fly which gets caught in the aluminium foil roller in the workshop wight 
spoil tens of pieces of aluminiw foil by leaving #mall holes in then. 

In the past, we have frequently received customer complaints about email 
flies in the aluminium foil. This was neglected by the factory authority. 
At present, the factory authority is constantly educating the workers 
about the importance of a civilized production environment to the quality 
of products by quoting examples in the industrially advanced countries. 
This aims at making everyone aware that it is impossible to attain the 
ob’ective of high quality military supplies if civilized production ir 
etill regarded as merely clearing away rubbish and restoring order and 
the standard of civilized production is not improved. 


Establish a High Quality Standard and Do Not Fear Starting From Scratch 


Upholding the “five guarantees" should be specific and with relevant 
standards. Otherwise, it will be just empty talk. The factory advocated 
high standards, stern demands and no fear of starting from scratch. This 
aims at establishing standards for high quality products and high quality 
work. 


The guiding ideology for the new standards of high quality product is: 
such standards should be higher than the existing national standard and 
give full consideration to the opinions and demands of the customers. 

At the present stage, it is prescribed that high quality products should 
meet the demand of “three stable and two improvements.” That is, the 
internal organization, performance and the degree of machinery tolerance 
should be stable while the metal purity and the surface quality should be 
improved. To guarantee high quality products, the 142 processes of the 
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factory have their own standards for high quality. Each production team 
or group aleo carries out technological emulations to experiment on high 
quality operations which will insure a high quality production process. 


According to the standard of 1978, 85 percent of the high quality products 
rate was attained by the end of the year. After the 1979 standard for 
high quality products came into effect, according to the examination by 
the new standard in March, the high quality product rate of the various 
workshops generally dropped. The high quality product rate of the 
emelting workshop dropped from the 92 percent in 1978 to vero. The high 
quality product rate of the ferging workshop dropped from 80 percent in 
i978 to 5.6 percent. The high quality product rate of the plat ing workshop 
dropped from 70 to 80 percent in 1978 to 21 percent. Suddenly, everyone 
wae talking about the matter and the masses were very much upset. Some 
people thought that the standard was too high. They demanded a more gradual 
process and wanted to lower the standard. After conecientious analysis 
and study within the factory, it was decided that although the new standard 
for high quality products has been raised, the standard was nonetheless 
relevant to the existing production conditions and level. However, such 

a standard has to be attained through strenuous efforts. The existing 
zero rate of high quality products only illustrates the low level of our 
production. We must admit the fact rather than lowering the standard to 
accommodate such backwardness, we must start from scratch and rouse our- 
selves to catch up. If our demand is not strict, we will never be able 

to achieve the objective of surpassing the world's advanced levels. Take 
the smelting workshop as an example. Internationally speaking, the 
technique of filtering has been extensively adopted in the casting of 
aluminium alloy to insure the purity of the metal. In this factory, there 
is neither the demand nor the installations to filter the aluminium liquid 
in the old technology adopted from the Soviet Union in the 1950's. The 
standard of high quality products in 1979 prescribed that all products 
which did not have their aluminium liquid filtered in the process of 
casting were not regarded as high quality products. As a result, the high 
quality product rate dropped drasticaliy to zero. At that time, the 
opposition in the workshop was great because it was not qualified to 

be considered in the appraisal of the advanced. Later, the workers vere 
organized to overcome this opposition through the "three integrations." 
After more than half a year of hard work, the porcelain tubes vital to the 
fiicering process were turned out. This increased the high quality product 
rate in September to above 20 percent. There was also a substantial 
increase in October. By the end of September, the high quality product 
rate hed increased from the 20 percent of the beginning of the year to 

58 percent. By the end of the year, it could be as high as above 70 percent. 
it is in this way that the factory authority consciously pressurize itself. 
eithin the coming years, it will continue to tighten the standard of high 
yuality product, and downgrade the high quality product rate so that new 
measures can be adopted to push it up again. After several ups and downs, 
the etandard of high quality products will be continuously improved. This 
will insure that the quality of the products can satisfy the demand for 
weaponry renewal of the war industry departments and surpass the advanced 
world ievels. 








The standard of high quality work is applicable to the ancillary workshops, 
logistic departments and technological offices of the factory. Each 
department prescribes its own high quality standards for instalia:tons, 
inetrumente, raw materiale and ancillary materials as well as high quality 
standards for packing, storage and provision work. Take installation 

as an example, after 2 years of reorganization, 89 percent of the factory's 
installations are in good condition. Do we still have to formulate high 
quality standards for the installations? The installations department is 
beginning to feel that since there is already a high standard for the 
installations, there is no need to formulate a new set of high quality 
standards for the installation. It has been proved that the process of 
formulating high quality standards should not be stopped. For example, 

a heat pressing machine unit has a main engine and an over 160 meters 

long transmission belt which has more than 100 rollers. In the examination 
of an installations performance, the main engine and the transmission belt 
were taken as a unit. Examination mainly focused on whether there are any 
missing parts, whether the installations are in good repair and whether the 
revolving rate was up to a certain standard. A part of an installation 
was regarded as being in good condition if it meets the above requirements. 
In actual fact, if the straight line speed error between the rollers of 

the transmission belt exceeds a certain limit, high quality products from 
the pressing machine will still be spoiled in the process of transmission 
and become inferior goods. Therefore, the transmission belt is no less 
important to goods quality than the main engine. In view of this, the 
factory authority now regards the main engine and the transmission belt as 
two separate units in the assessment of high quality standards for the 
installations. Different standards were formulated for separate assess- 
ments. In the past, the installation department did not examine the 
straight line speed of the rollers. But at present these rollers are 
examined monthly. Rollers which have a straight line speed error of 

over 0.1 meters per second will be immediately replaced to insure the 
quality of the products. It is in this spirit and on the basis of each 
installation's unit originally assessed rate of performance that new 
demands are put on technology and quality. These constitute a set of high 
quality installation standards for the installation department. Judging 
by this standard, the high quality installation rate of the factory is 
only 40 percent. At first, the installation department thought that 
everything was alright since this rate of performance of the installations 
has already far exceeded the all-time high. But at present, 60 percent 

of the installations are unable to guarantee the outout of high quality 
products. The installation department is so hardpressed by this fact 

and it has consciously strengthened the maintenance, examination and repair 
of the installations and is striving hard to create nore high quality 
installations. 


Take civilized production as another example. In the past, the examination 
of civilized production was very general. There was no definite standard 
for judgment nor could the findings be represented in numerical terms. 

Now a standard and a scheme of examination have been formulated for 
civilized production. Each workshop is divided into several sections 
according to construction area and actual conditions. Each section has 
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its own standard of civilized production. The examination focuses on 

the number of sections which are up to standard. In this way, the rate 
of high quality civilized production can easily be enumerated in numerical 
terms. ihis is more convincing. 


In addition to improving management, the supply department should also do a 
good job of the technological management of material and installations as 
well as quality control. The placing of orders, purchasing, checking and 
acceptance of goods, storage and delivery must be in accord with the high 
quality standards. At present, warehouse management not only has to meet 
the requirement of the "five standards” but it should aleo establish a 
standard for the checking and accepting goods according to their specific 
technological demands. This will facilitate the assesement of the high 
quality rate for the material. The distribution of bonuses in the supply 
department has to accord with the level of the high quality rate of 

the material. 


improve Examinations and Rewards and Put Various Work in Line With Putting 
Quality Above Everything 


Without examinations there can be no comparison. If there is no examination, 
the existence of a standard will be a mere formality. 


The setting up of a standard for examination implies the formulation of a 
system of high quality indices. In the past, the factory had an index 
system for the end product rate and the proportion of the installation 

in good condition. After the shifting of the work focus to the output of 
high quality military supplies in 1979, these systms proved to be inade- 
quate and a new system of high quality indices was formulated. Such a 
system embraces high quality rates for products, installations, instruments, 
meters, material, civilized production, storage of end products, packaging 
and so forth. From the perspective of the whole factory, this is large set 
of “rates.” But, for the individual unit, there is only a single “rate”; 
that is, to emphasize the one which is most representative of the per- 
formance of each individual unit or department. Examination by the high 
quality indices reflects both the contributions and the differences between 
individual workers or departments in quality work. Such assessments are in 
numerical terms instead of merely based on impressions. 


The setting up of a scheme of examinations implies the establishment of a 
complete examination system based on the "three-in-one integration" of self- 
examination, mutual examination and specialized examination. Such an 
examination system primarily relies on self-examination and mutual examina- 
tion, while specialized examination is carried out in key processes and 
posts. In 1979 the factory established a tentative scheme for self- 
examination and mutual examination. This has a spurring effect on the 
improvement of work and product quality. For instance, the moulds used 

in the pressing machines are supplied by the instrument section. To protect 
the quality of the moulded material, the press workers have to carry out 
trial pressing to test the quality of the moulds. It is prescribed that 

if it only takes one trial pressing, the high quality instrument rate will 
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be 100 percent, whereas that of two trial pressings will be 50 percent, 
three trial pressings 33 percent and four trial pressings 25 percert. 

Such examinations have greatly epurred the instrument workers to carry 

out a conscientious self-examination of the quality of the moulds until 
they are up to high quality inetrument standard and fit for trial pressing. 
During last year's "five guarantees" activities, the cool pressing machine 
was out of operation for 3 days because the substandare luvricating of! 
supplied by the supply department contained water. The situation of oi] 
containing water has been in existence for many years. This has not 

been improved despite repeated complaints by the production workshops. 

At present, the production departments are more serious about their work 
and refuse to use such water spoiled with lubricating of] to operate their 
machinery. As a result, the supply department has to give way. The 
suspension of production has taught the supply department a profound 
lesson. Thereafter, each time the purchasing agents go to draw the oil, 
they always carefully check each empty ofl barrel one by one. If they 
find any water in the barrels, they prefer to have no oil to receive 

water spoiled ofl. 


The various party organs of the factory have focused their work on produc- 
tion and put quality work in the primary position these organs have done 

a lot of ideological and political work in the development of the "five 
guarantees" activities. Meanwhile, they have also established and perfected 
a whole system for quality control. At the various levels of the factory, 
workshops, sections and teams, there are people specifically responsible 

for quality control. Thus, the various levels of the factory constitute 

a quality control network. 


The factory has also shifted the focus of rewards to the improvement of 
product quality. This has been an improvement on the previous practice 

of egalitarianism in the giving out of bonuses. Any unit which has 
improved on the high quality product rate will be rewarded accordingly. 
The higher the high quality product rate, the more rewards will be given. 
There is no limit to such rewards. Last August, the high quality product 
rate of the pressing workshops increased substantially. Each person in 
the workshop received an average of 16 yuan and the highest was more than 
30 yuan. It is also prescribed that technicians who make important 
contribution to improving product quality will be promoted to the position 
of engineer regardless of seniority. Similarly, workers who make 
contributions are to be promoted ahead of time. In the revision of 
salaries, priority will be given to workers who have excellent performance 
in quality work. In this way, it becomes honorable, respectable and 
preferential to produce high quality products in this factory. Thus, 

the idea of putting quality above everything else has struck roots in the 
hearts of the people. 


Our technological strength should be used rationally. It is the opinion 

of the factory authority that setting up standards, ex°minations and rewards 
are all management problems. If there is an improvement in management 
without corresponding advance in the technological level, the quality of 

the products still cannot be improved steadily. The factory now has more 
than 900 technicians for a long time, the majority of them were on the 


56 





frontline of production and only a very small proportion of them were put 
on the second front to tackle strategic and vital issues. All attention 
was focused on the immediate issues while the long range issues were neg- 
lected. Consequently, the technological strength was underdeveloped and 
certain vital technological issues remained unresolved for a long time. 
Beginning from 1979, the factory authority shifted the technological 
emphasis to the second front. By the end of last October, the more than 
W vital projects of the factory had achieved better results. For 
instance, after a breakthrough was made in the filtering technique of 
aluminium alloy casting, the rate of rejects was reduced by 90 percent 
when used in the main shaft of the rotary wing of a helicopter. 


We must extensively promote technological training to nurture a high level 
technological force. The factory often conducts technological reporting 
meetings, sets up television university is, "27 July" universities, 
technician schools, technological and business training courses on the 
basis of full time or part time release from work and competitions on 
expertise. This has put our "five guarantees" activities on a firmer 
technological basis. 


in the past 3 years, the improvement of product quality in the factory has 
undergone three transitions. Judging from the perspective of establishing 
objectives for the struggle to improve quality, there has been a transition 
from improving work quality (end product rate) to the improvement of product 
quality (high quality product rate) judging from the methods adopted to 
improve quality, one can observe a transition from the negative measure of 
"blocking" by the strengthening of end product examinations to the positive 
measure of “preventing” by starting work at the first step of the production 
process. That is, beginning with the raw materials, the work of quality 
control is extended to the whole production process. Judging from the 
perspective of the content of quality control, one can observe a transition 
from the emphasis on management at the beginning stage to technological work 
after a firm basis has been established. To be sure, quality control 

work in thie factory is still far from establishing a complete system for 
quality control. However, the guiding ideology of a full-scale strengthening 
of quality control, which the factory has derived from an integration of 
advanced foreign experiences of quality control and its actual conditions, 
is correct. The objectives thus put forward are practicable and the 
principles, policies, program and procedures of implementation are commend- 
able. The factory is not afraid to start from scratch and make its work 
more and more refined to raise the level of quality control and improve 
product quality. Marked results have been achieved. The factory's 
experience of a full-scale strengthening of quality control has already 
aroused general attention in the metallurgical industry. 
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ECONOMIC PLANNING 


PRC JOURNAL LOOKS AT MERITS OF FLOATING PRICES 


HK200602 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 3, 
15 Mar 80 pp 15-17 


[Article by Chen Yuanxie [7115 0337 3610]: "Some Views on the Introduction 
of Floating Prices") 


[Text] Im their recent discussion of the question of restructuring the 
economic system, some theoreticians have set forth differing views on the 
unified planned prices of the past. They think that enterprises should be 
given the right to make the planned prices of their products fluctuate to 

a certain degree, which means that the unified planned prices of some pro- 
ducts should be changed into floating prices. To do so will facilitate 
regulation of the relation between supply and demand and promote the develop- 
ment of production. I endorse this view, But as floating prices is 4 new 
terminology in our country a number of our comrades take a skeptical atti- 
tude towards it and think it will do more harm than good. In this article 
I wish to set forth my views, especially on the question of floating prices. 


I. What Ie a Floating Price? 


A floating price means that when working out the price of a certain product 
or commodity a certain range is fixed, within which the price is permitted 
to fluctuate. Such a price is called the floating price. The floating 
price is also a part of the planned price. 


According to the different degree to which planned management is central- 
ized, the planned prices may be divided into two kinds. One kind consists 
of unified planned prices, that is, fixed prices. These prices are fixed 
by the state under unified plans, They are to be implemented by all areas 
and enterprises and may not be arbitrarily changed by any area or enterprise 
without approval. The other kind of planned prices consist of floating 
prices. While these prices are fixed by the state under unified plans, 
various areas and enterprises have the right to make them fluctuate to a 
certain degree. These prices may fluctuate within the range fixed by the 
state. Hence, compared with fixed prices they have a definite flexibility. 
Abroad, floating prices are called guiding prices in some cases. 
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Ours is 4 socialist state and a planned economy is a basic feature of a 
socialist economy. In the entire system of prices, unified planned prices 
were fixed by the departmente of the state at various levels for the vast 
majority of products or commodities. For more than 30 years this played 

a positive role in stabilizing the market and commodity prices, insuring 
supply and developing the economy. Nevertheless, as proven by years of 
practice unified planned prices have certain drawbacks. The main drawback 
ie that unified planned prices lack flexibility and mobility and produce 
adverse effects on the development of production. The reason is that at 
the present stage ours is still a developing socialist country. The extent 
of public ownership is still not great; the proportion of collective owner- 
ship is still comparatively large; industry, handicrafts and commune indus- 
try remain to be developed to a considerable extent. In agriculture, the 
commodity rate of farm produce is comparatively low and the output of much 
farm produce has not been brought into line with state plane and is still 
managed according to indirect plans. Because of this, reflected in the 
price system the planned management must not be too thoroughgoing, excessive 
and rigid and mus. be flexible enough to meet the requirements of planning 
work. Thies is the first point. Second, ours is a country with a vast 
territory, the economic development is not even in different regions and 
the gap between the advanced and the backward is big. When implementing 
unified planned prices it is frequently impossible to make allowances for 
the concrete conditions of each region, Third, planning prices means fore- 
casting. Yet there are several hundred thousand kinds of products and com- 
modities in our country and the price of each product or commodity is de- 
termined in the light of its special conditions. For this reason, when 
working out planned prices it is frequently impossible to take all factors 
into consideration. Moreover, when objective conditions change in the pro- 
cess of implementing planned prices, making it necessary to readjust the 
prices at the right time, it is difficult to make prompt adjustment of 
prices because planned prices are fixed under unified plans and a slight 
shift in one part may affect the situation as a whole. The result is that 
the planned prices of some products deviate from their value, hindering 

the development of production, Fourth, the combination of planned adjuset- 
ment with market adjustment is a main feature of the present restructuring 
of the system of economic management. While putting emphasis on planned 
adjustment we must attach due importance to the role of market adjustment. 
Market adjustment actually means permitting various areas to determine their 
production and marketing activities according to market supply and demand. 
For this reason, it is imperative to give various areas and enterprises a 
certain flexibility in determining their prices. If unified planned prices 
are still implemented in all cases, there will be no way of meeting the 
demand of market adjustment and it will be impossible for market adjustment 
co fulfill its function, 


Floating prices have these characteristics: On the one hand, worked out 
under the guidance of state plans they are characterized by planning. On 
the other, they have a certain flexibility to adjust to the market. Float- 
ing prices, it may be said, are a product of combined planned adjustment 
with market adjustment, embodying the characteristics of planning and 
flexibility. 
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From now on, in the case of all those important products whose raw materials 
are distributed under unified plane and which circulate throughout the 
country and have a bearing on the national economy and people's liveli- 
hood, unified planned prices fixed by the state should still be implemented. 
In the case of emall lote of agricultural and subsidiary products and small 
industrial commodities, the buyer and the seller may freely negotiate 

their prices. Apart from this, the prices of other products and commodi- 
ties may fluctuate. Under the economic system of combining planned ad just- 
ment with market adjustment, floating prices have a broad field for bringing 
their part into play. 


Il, Kinde of Floating Prices 


The floating price is composed of two parts: Base price and range. Base 
prices being different, floating prices may generally be divided into three 
kinds : 


(1) Medium price: If the base price is the medium price, then the range 
will consist of two parts, upper limit and lower limit. It ie indicated as 
100 (plus or minus), That is to say, the price is permitted to fluctuate 
between 95 and 105 with 100 as the medium price. 


(2) Maximum price: If the base price is the maximum price, then the range 
will have only the lower limit. It is indicated as 100 (minus 5). That is 
to say, the price is permitted to fluctuate between 95 and 100 with 100 as 
the meximum price. 


(3) Minimum price: If the base price is the minimum price, then the range 
will have only the upper limit. It is indicated by 100 (plus 5). That is 
to say, the price is permitted to fluctuate between 100 and 105 with 100 
as the minimum price. 


Concerning the method of indicating the floating prices, opinions are now 
divided. I think that floating prices may be indicated in the following 
form: Base price (plus and minus range). As illustrated by the above 
example, the number outside the brac’:et indicates the base price and the 
number inside the bracket indicates the range. The range with plus sign 
or minus sign indicates the upper difference or the lower difference. This 
way of indication is clear and simple. 


As to which kind of floating price is more suitable for which commodity, 
this will depend on the requirements of state policy and the concrete con- 
ditions of the commodities themselves. Generally speaking, medium prices 
should make up the vast part of floating prices. In the case of all pro- 
ducts that are diversified in variety and standard and are strictly chosen 
by the consumers, particularly the new products among consumer goods, medium 
prices may be adopted for determining both the exfactory prices and the 
market selling prices. As to the products whose prevailing prices are too 
high and whose supply exceeds demand, their maximum prices may be determined 
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in order to enourage the enterprises concerned to cut down production cost 
and prices and enlarge their market. If the prevailing pri of some pro- 
ducts are too low and if supply falle short of demand, the o! imum prices 
may be determined in order to encourage the enterprises c mc rned to in- 
crease production, 


Concerning floating prices, the following different methods of management 
may be adopted on the principle of "centralized leadership and decentral- 
ized management’: 1) The central departments manage base prices and range; 
the localities determine concrete prices within the range of floating 
prices. The fight to make prices fluctuate belongs to localities and not 
to enterprises, 2) Localities manage base prices and range; enterprises 
themselves determine concrete prices within the range of floating prices 
and in the light of market supply and demand. The right to make prices 
fluctuate belongs to enterprises. The former method takes into account 

the principle of nationwide centralized pricing and bases itself on the 
concrete characteristics of the areas concerned. The latter method inte- 
grates enterprise production with market conditions and brings enterprises 
into direct contact with the market. It helps enterprises consider produc- 
tion in the light of market needs, thus preventing such defects as protracted 
deviation of price from value and divorcing production from marketing. 


Ill. The Theoretical Basis and Economic Basis of Floating Prices 


As we know, determining planned prices must be based on value and must take 
the state price policy as the starting point. At the same time, considera- 
tion must be given to the role played by the relation between supply and 
demand. This being so, how should floating prices be determined? In the 
following paragraphs let us discuss the theoretical basis and economic basis 
of floating prices, taking the medium prices among the floating prices for 


example. 


First, let us discuss the theoretical basis of floating prices. I think 
the base price for floating prices should be determined on the basis of 
value and with consideration given to the requirements of state price policy. 
The range of floating prices should be determined according to the condi- 
tions of market supply and demand, The range of floating prices reflects 
the effects of market supply and demand on prices. According to the char- 
acteristics of the law of value, when supply of a certain commodity falls 
short of demand, the price will rise to exceed its value with the result 
that production will increase and demand will decrease correspondingly. 

Sup ly will then exceed demand and the price will fall below its value. 

The relationship between supply and demand will then change in the opposite 
direction, Production will then decrease, demand will increase and the 
price will go up. But no matter how price changes, it is always centered 

on value. Price movement always revolves around value. This range of move- 
ment is the objective basis for determining the range of floating prices. 
However, in determining the range of floating prices of certain commodities 
we may not ignore the effects produced by the factors of market supply and 


61 





demand on the formation of prices. With a view to minimizing the effects 
of market price fluctuations on people's livelihood, we must apprupriately 
restrict these effects on the basis of price policy. Therefore, the range 
of floating prices should be narrowed down appropriately. 


Below let us discuss the economic basis of floating prices: 


1. In determining the floating prices of certain commodities, we must, 
first of all, determine the base prices of these commodities, The base 
prices of commodities may be determined according to the general method 

of pricing, that is, medium cost (based on normal production and rational 
management) plus tax and reasonable profit. Generally speaking, it is re- 
quired to bring the medium price among the floating prices close to or 
roughly close to value. 


2. How should we determine the range of floating prices? On the one hand, 
we should conduct a survey to find out the fixed patterns in the rise and 
fall of prices of the commodities in question, On the other, we should 

study coneumers' needs for the commodities and the trends of consumer changes. 
Generally speaking, the range of floating prices may be made wider for those 
commodities whose consumption has a greater elasticity and narrower for 

those commodities whose consumption has less elasticity. The range may be 
made wider for high-grade commodities and narrower for consumer necessities. 


When considering the range of floating prices, we should for the present 
take into account the regional disparity in production cost. This is be- 
cause the base price is determined according to the level of production 
cost based on normal production and rational management whereas production 
conditions and cost level vary with different areas. When determining the 
range of floating prices for less advanced areas, we should consider making 
proper allowances for them. But it must be pointed out that such a con- 
sideration is only temporary and that improvement must be made within a 
certain time limit. 


IV. Several Questions To Be Noted When Introducing Floating Prices 


In our socialist country, prices must be worked out and regulated in such 
a way as to facilitate the development of industrial and agricultural pro- 
duction and the development of commodity circulation, help stabilize the 
market and commodity prices and promote stability and unity. Over the past 
30 years we were accustomed to unified planned prices. Now it is impera- 
tive to restructure the system of economic management. It is also necessary 
to restructure the system of price management correspondingly. Floating 
prices should be introduced in the case of some products and commodities. 
If our preparatory work is not done well, we shall be unable to meet the 
above demand. For this reason, in introducing floating prices we must pay 
attention to the following questions: 


1. Do a good job of propaganda work. A number of our comrades take a 
skeptical attitude towards floating prices, They take the view that if 
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price confusion frequently oecurred even at the time unified planned prices 
were adopted, introduction of floating prices would give cise to more 
probleme It i# necessary to explain things theoretically so ae to raise 
the understanding of all, Not a1] products are to be placed in the list 

of floating prices. Unified planned prices are still be be adopted for 
the importent producte that have 4 bearing on the national economy and 
people's iivelihood. Only in the case of some secondary products are float- 
ing prices ©. be introduced in the light of the characteristics of market 
adjuetment.  ¢ unified planned prices are adopted for 411 products as in 
the past, then in all cases pricing schemes must be submitted from the 
bottom upwards and prices must be approved from top to bottom. In this 
case, it will be difficult to bring the regulatory role of the market into 
‘ull play and impossible to combine planned adjustment with market adjust- 
ment. Floating prices have more merits because they are characterized by 
planning and are flexible. The introduction of floating prices is actually 
one aspect of applying the law of value in our price work. 


2. After che introduction of floating prices, commodities of the same 
brand produced by the same factory must be sold at the same price on the 
same market, But che same kind of commodities produced by different fac- 
tories are permitted to sell at different rrices within the given range on 
the market so that these products may compete with one another. This type 
of competition should be regarded as a good thing. Oure is a socialist 
society and competition is aimed not at excluding and edging others out but 
at competing with each other and progressing together. Along with the de- 
velopment of production and che rise of labor productivity, everybody should 
bear in mind the principle of “less profit and more sales." After the 
introduction of floating prices, prices will come down instead of tending 
to go up. Thie will greatly encourage the enterprises to lower consumption 
and cut coete. 


3. The tntroduction of floating prices should be extended gradually 
through experiments. Some secondary commodities may be selected for trial 
or some experiments may be made in a certain srea. Experiments should be 
eummed up, experiences acquired and some systems worked out. Survey end 
research work should be done, particularly for determining the proper range 
of floating prices. The range may be made emaller firet and enlarged after- 
words. Tt would be undesirable to fix too wide « range at the outset, 


4. After the introduvetion of floating prices, the higher department of man- 
agesent should determine some pricing methods and principles so that enter- 
prises way act accordingly. Enterprises aust strictly observe the price 
policy formulated by the etate and may not go beyond their terms of refer- 
ence anc arottrarily raise or lower their prices. When necessary, the 
nigher department of management should carry out 4 check up and must rectify 
violation of the price policy upon ite discovery. At the same time, enter- 
prises should study, from the tendency of price fluctuations, the trend of 
product consumption, use it as the guide for arranging plans, and guard 
againet overstocking or shortage of stocks. 


Floating prices is 4 new concept in our country. We should etudy it well 


and see that in restructuring the price syetem floating prices will play «a 
greater role and contribute to the four modernizations. 
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ECONOMIC PLANNING 


JIANGXI JAPANESE MANAGEMENT MEETING--To learn from and apply the modern 
scientific method of Japanese enterprises management and to enhance 
economic management in Jiang i to a new level, the Jiangxi Economic 
Committee and the party schoo. of the Jiangxi Provincial CCP Committee 
held two report meetings on economic issues at the party school from 

4 to 5 May. A total of 2,000 people attended the meetings. Associate 
Professor (Yuan Menxia) made a report on the modern management of 
enterprises in Japan. Liang Kaixuan, vice provincial governor of the 
Jiangxi people's government, presided over the report meetings and spoke. 
[Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 6 May 80 HK) 


ZHEJIANG COMMERCIAL CONFERENCE--The Zhejiang provincial conference of 
commercial bureau directors was held in Hangzhou to study ways to promote 
production and stabilize the market so as to satisfy the people's needs 
as much as possible. Chen Zuolin, secretary of the provincial CCP com 
mittee and vice governor of the province, attended and addressed the 
conference. (0W031657 Hangzhou Zhejiang Provincial Service in Mandarin 
1100 GMT 2 May 80 OW} 
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GENERAL [CONOMIC INFORMATION 


‘DEMOCRACY' USED IN CHOOSING CHINESE PLANT LEADERS 
OW160132 Beijing XINHUA in English 0109 GMT 16 May 60 


[XINHUA headline: "New Way of Choosing Leaders Tried out in East China 
Plant") 


[Text] Nanjing, 16 May (XINHUA)--Democracy in choosing leaders has paid off 
in a Jiangeu factory in the form of setting up a new leading body which is 
more competent and vigorous in work. 


A public opinion poll was conducted recently in the Suzhou Forestry Machinery 
Plant and each of the 1,000-odd workers were asked to fill in a questionaire 
on his or her opinions about who should be promoted from the lLower-ranking 
leaders or the rank-and-file because of technical competence and performance 
in actual work, and about whether or not the plant's eight top leaders 

were suited for their jobs. 


The poll proceeded hand-in-hand with an examination of technical expertise 
for all the leaders. Decisions on promotions and demotions were made by the 
plant party committee on the basis of the results of the poll and the 
examination. 


Zhang Shanyu, 46, former deputy leader of the technical section, was made 
a deputy director of the plant because he did well in the examination and 
the majority of the workers were in favour of giving him a promotion. 


More than 70 per cent of the workers were of the opinion that former deputy 
plant director Xu Hengwu should be demoted because he had done poor work and 
never tried to shape up. 


Following the poll, an aged leader retired of his own accord and another 
wae made adviser to the plant management. As a result, the present six 
leaders, including the plant director and four deputy directors, now average 
three years younger than the old “big eight." Among them are two engineers 
and a technician. 
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GENERAL ECONOMIC INFORMATION 


EFFORTS TO TURN OUT NEW PRODUCTS PAY OFF IN TIANJIN 
Tianjin TIANJIN RIBAO in Chinese 18 Mar 60 p 1 


[Article by Cheng Yu wen (4453 3768 2429): "Turning Scientific Achieve- 
ments Into Productive Forces" | 


[Text] The various enterprises and research wnite of the Tianjin Bureau 
of Chemical Industries successfully experimented with 282 new results 
and products in 1979. In order to put these innovations into direct 
production, the party committee of the bureau liberated their thinking, 
racked their brains, and applied effective measures to channel 240 of 
these innovations into production. More than 10 of these new results 
and products had been unable to get onto the production line for many 
years. The effort resulted in an increase of 49,63 million yuan in the 
economic system. 


Efforts must be made to promote a unified policy of scientific research 
management and the application of further innovations. In the past, the 
management personnel of the scientific research department paid atten- 
tion only to evaluating new results and products, but did not give much 
consideration to actually putting them on theproduction line. Accord- 
ingly, the production of many fine results and products were delayed. 


The party committee of the bureau realized that the reason for such non- 
productivity was management's inadequacy in turning scientific achieve- 
ments into productive forces. In order to resolve the problem, they 
strengthened ideological work, raised the consciousness of technicians 
and engineers in term of their job objectives, and improved management 
methods in scientific research. The committee made it clear that re- 
search was meant to promote production, and that each scientific achieve- 
ment must ultimately aim at production, Their decision gained the 
support and applause of the overwhelming majority of the masses. Con- 
tracts were signed between some recognized research institutes, such as 
the Research Institute for Synthetic Materials, the Rubber Products Re- 
search Institute, and the Dyestuffs Research Inetitute, and enterprises 
and units to promote production of new scientific achievements. These 
units coordinate closely with the enterprises in defining new needs. En- 
gineers and technicians of research institutes coordinate with those in 
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factories ae well ae the workers in seeing that research resulte are trane- 
formed into real producte. Thies method not only adde technological knowledge 
to production unite and prepares for production, but it also helps aci- 
entific tosearch unite to serve production and shortens the time lag be- 
tween innovation and production, 


We must fully utilize the infrastructure of exieting enterprises and im 
prove work on the development of ecientific research. A specific regula- 
tion promulgated by the committee demands that scientific research be 
based on the infrastructure of existing enterprises, so that new methods 
can easily be worked out with old toole, Limited capital and loans are 
made available for this purpose. Exceptions to the above are granted to 
new and large-scale projects. On the whole, the policy will accelerate 
the application of new scientific achievements in production, Little 
basic capital investment was spent on the more than 240 research results 
and products introduced by the bureau into industry, and yet the value 

of production reached 50 million yuan, For instance, in the dyestuffs 
industry, under the supervision of the bureau, the 26 new products necessi- 
tated no infrastructural investment, and yet the quantity of production 
increased by more than 210 tons, 


In order to more effectively invest in scientific research and production 
of new products, the leadership cadres of the bureau established an inter- 
mediate level in order to accelerate such application. In the chemical 
industries, the investment in experimental production is relatively large. 
Some items necessitate almost 1 million yuan for experimentation. When 
the experimental stage has been completed, all forms of industrial equip- 
ment will be dismantled, some of chem transferred for other purposes. This 
involves a good deal of waste. In resolving this problem, the bureau in 
recent years has estableihed intermediate production plants in eix sci- 
entific research institutes and chemical engineering, pharmaceutical, 
processing, and dyestuffs factories. These intermediate plants have be- 
gun to occupy 4 special role, For instance, chemical accessories are 
generaily teet-produced in chemical engineering plants; plastic and phar- 
mceutica) products are test-produced in factories processing such pro- 
ducts; and new rubber and related producte are test-produced in organic 
chemical engineering factories. This method can save expenditures involv- 
ing the setting up and dismantling of equipment during the course of 
experimentation. it also saves some intermediate steps and accelerates 
production for the market. 


We must search for avenues from which capital can be obtained, and ac- 
celerate the course of scientific research and production. Where do we 
derive the capital for scientific research? This has always been a 

rather difficult question to anewer, The methods employed by the bureau 
are as follows: First, an attempt ie made to secure the confidence of 
higher levels by actively carrying out the taske of scientific research 

and by finishing them on time, At the same time, efforts are made to secure 
support from higher levels for local projects. Accordingly, in 1979, the 
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capital invested in scientific research on various items reached 6 million 
yuan. Secondly, the bureau sete aside 10 percent of the capital derived 
from recycling equipment needed for experimentation for investment in 
scientific research on new products, They put in 1,1 million yuan for 
this purpose last year, Thirdly, temporary regulations are drawn up in 
cooperation with the department of construction materials to regulate 

the experimentation of new products and their test production, One of 
the regulations stipulates that the bureau, company, or factory concerned 
must put aside a minimum of 10 percent of its fixed capital assets for 
reinvestment for scientific research, A second regulation stipulates 
that the funds derived from small-scale production of new products after 
test production can be used for research, A third regulation requires 
that the capital needed for research on basic construction be derived 
from investments in such construction, A fourth regulation allows in- 
terest-free loans from the bureau for scientific research which promotes 
direct production of products in 1 or 2 years. A fifth regulation allows 
for any damage incurred during the test production stage to be considered 
as a miscellaneous expenditure for special consideration, once this has 
been perrdtted by the supervisory department. A sixth regulation stipulates 
that the bureau devote a fixed amount of capital each year for communica- 
tions involved in scientific research, In 1979, the policy adopted by 
the bureau produced significant results. 


The reason behind the success of the party committee of the chemical en- 
gineering bureau in adopting such effective policies which have success- 
fully promoted production based on scientific research is their mobiliza- 
tion of a selected group of capable leadership cadres. The leaders in 
the bureau's science and technology department are cadres who are con- 
versant in science and technology, and members of the bureau's committee 
are prople who understand tasks involving technology. The party committee 
of the bureau also assigned to seven of its eight subsidiary research 
institutes directors who have had many years of experience in technology 
and who are themselves specialists in their fields. 
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GENERAL ECONOMIC INFORMATION 


‘RENMIN RIBAO' EDITORIAL ON SAFETY LN PRODUCTION 
HK090357 Beijing RENMIN RIBAO in Chinese 1 May 80 p 1 
(Editorial: “Production Must Be Safe and Civilized" ) 


(Text) Based on the demands of the CCP Central Committee and the State 
Council, various localities in the last 2 years have strengthened labor 
protection work and obtained certain results in safety production, and 
accidents involving death and injury have been reduced. 


The key problem in realizing the four modernizations is developing the 
productive forces and changing the backward features of the economy and 
technology of our country. Lenin said: "The most important productive 
forces of mankind are the workers and laborers." To develop the produc- 
tive forces, we must first protect their safety and health in the course 
of production. Doing a good job in labor protection and making safe and 
civilized production a reality is our party's consistent policy and an 
important principle in socialist construction. This has a direct bearing 
on the tense of millions of workers being able to have exuberant energy 

and health to fulfill the tasks of the four modernizations. The broad 
masses of workers are the main force to be relied upon in carrying out the 
general line. The four modernizations program will be seriously affected 
if their safety and health in production are not guaranteed. Therefore, 
production must be safe and civilized. This fact must be brought to the 
attention of all trades. We must adopt all means and ways and try our 
best to reduce accidents involving death and injury as well as occupa- 
tional diseases and intoxication, and work hard to make safe and civilized 
production a reality. 


The reasons occupational diseases have become serious and why there are 
many accidents involving death and injury are mainly due to the inter- 
ference and sabotage caused by the “gang of four" some years ago. Under 
the pretext of opposing the “control, check and suppression of workers,” 
the “gang of four" eliminated many rules and regulations. Now there are 
some people who lack a sense of organization and discipline and willfully 
violate operational procedures. This reflects the pernicious influence 
of the "gang of four" in safe production. According to statistics, about 
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70 to 80 percent of the accidents involving death and injury over he 
years were due to the lack of supervision and inspection, violation of 
work rules and absence of rules and regulations. In addition, some lead- 
ing cadres do not pay attention to labor protection work, adopting a 
devil-may-care bureaucratic attitude toward workers’ safety in production. 
Some leadership cadres do not take specific steps to conscientiously 
implement the stipulations of the CCP Central Committee and the State 
Council, but mostly go through the motions and make a great deal of 
noise. When major accidents occur, they frequently leave thinge unset- 
tled and take no drastic action. Some leadership cadres do not scien- 
tifically organize production but still use “battle for high production" 
in place of normal production procedures, break effective rules and 
regulations of the trades, take the lead in risky work and violate rules 
and orders. Some do not carry out maintenance and repair on machines 
according to rules but keep them in operation despite their defective 
conditions. Some in charge of the safety of the engineers and techni- 
cians cannot give full play to their role and hold their posts in name 
only. If these problems are not solved, how can we make a success of 
safe production? 


To change China's labor protection work, we still have to exert efforts 
over a long period and do a great deal of work. First of all, we must 
help leading cadres at all levels and workers raise their level of 
understanding, firmly establish the thinking of carrying out safe and 
civilized production, and overcome the erroneous thinking of paying 
attention to production only in disregard of safety and of regarding 
safety work as nonessential. We should understand that production must 
be safe and that safety will promote production. Constant accidents 
involving death and injury and serious occupational diseases will invari- 
ably dampen the enthusiasm of the workers and directly affect production. 
Safety and production are synonymous. Only if we do a good job in safety 
can production be successfully carried out. Leadership cadres at various 
levels must firmly correct the phenomenon of not grasping safe production 
until an accident occurs. 


It is necessary to do well in carrying out the work of legislation in 
labor and begin to draw up various laws and regulations on labor protec- 
tion. Since the nation's founding, the state hae promulgated a number of 
rules and regulations on safe production. Our experience has proven that 
they are basically correct and effective, and that we should continue to 
implement them. Various departments and districts may also draw up, 
revise or supplement various criteria or planned standards of safety and 
sanitation for their own trades. In case of accidents, we must not be 
overly lenient and take no proper action. We must set up a lebor pro- 
tection and supervision system as quickly as possible, train a contingent 
of supervisors and supervise and inspect the implementation of relevant 
laws and regulations. 


70 








We must extensively carry out propaganda and education work on labor 
protection. At present, young workers account for a large percentage 

of the labor force in factories and mines. Many of them lack a knowledge 
of safety procedures and defy safety rules in operation. Therefore, it 

ie even more important to pay attention to educating new workers on 
safety. We must uphold the system of training and testing new workers. 
New workers must pass a stiff test on safety and operational procedures 
before they can qualify for their posts. In the light of problems 
existing in the units themselves, it is very necessary to carry out propa- 
ganda and education work on labor protection. We must earnestly deal 
with those typical examples in which serious accidents involving injury 
and death are caused by dereliction of duty, and take warning from these 
examples. As for those good examples in which great attention is paid to 
safety in production, we must vigorously carry out propaganda work so that 
everyone will learn from them. 


So long as we will develop national "safety month" activities, strengthen 
propaganda and education work, improve our understanding of safe and 
civilized production, mobilize the masses to carry out safety inspection 
and set up rules and regulations so that safe and civilized production 
will become a normal and standard practice and not a perfunctory gesture 
or a temporary matter, we will be able to gradually strengthen safe and 
civilized production and bring about a new appearance in production. 


CSO: 4006 
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GENERAL ECONOMIC INFORMATION 


BRIEFS 


SOCIAL SCIENCE JOURNAL--Beijing, 3 May--The first issue of the English 
edition (quarterly) of the Chinese journal CHINESE SOCIAL SCIENCES has 
come off the press. Published by the Chinese Academy of Social Sciences, 
the quarterly is being issued in China and in foreign countries by the 
Chinese postal service and the Guozi Shudian [China Publication Center] 
respectively. [Beijing XINHUA Domestic Service in Chinese 1246 GMT 


3 May 80) 


ANHUI NEW ASSOCIATIONS--The Anhui branch of the Chinese Association for 
Enterprise Management and the Anhui Provincial Association for Quality 
Control formally announced their formation at their first council meetings 
in Hefei on 28 April. Su Yu, secretary of the provincial party committee, 
and Meng Jiaqin and Yang Jike, vice governors of Anhui Province, attended 
and addressed the meetings. The two mass organizations are established 
for the purpose of improving enterprise management. Their members include 
experts, professors, engineers, technicians and comrades with practical 
experience of various departments, enterprises, research units and 
institutes of higher learning. The basic tasks of the two associations 
include researching and popularizing the theories, policies, systems and 
technical knowhow of industrial and enterprise management and quality 
control at home and abroad. During the meetings, Comrade (Ni Zegeng) was 
elected chairman of the two associations. [Hefei Anhui Provincial 
Service in Mandarin 1100 GMT 30 Apr 80 OW] 


FUJIAN DAQING ENTERPRISES RALLY--On 26 April, the Fujian Provincial CCP 
Committee and the Fujian people's government held a broadcast rally to 
name and present prizes to 312 Daqing-type enterprises and 140 industrial 
labor models. These enterprises and labor models were chosen by the 
Fujian election committee. Taking part in the rally were Wu Hongxiang, 
Guo Chao, Jia Jiumin, He Minxue, Guo Ruiren, Wang Yan and Wen Fushan, 
leading comrades of the Fujian Provincial CCP Committee, the Fujian 
People’s Congress and the Fujian people's government. Wen Fushan, vice 
provincial governor, presided over the rally. Wang Yan, vice provincial 
governor, read the decision of the provincial CCP committee and provin- 
cial people's government to award prizes to these enterprises and labor 
models. Wu Hongxiang, secretary of the provincial CCP committee and vice 
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provincial governor, spoke. The participants demanded that the depart- 
ments concerned, the factories, mines and other enterprises give free 
rein to the masses to cite those who have won merits for the four 
modernizations. [Fuzhou Fujian Provincial Service in Mandarin 1035 GMT 
26 Apr 80 HK) 


SHANDONG ENTERPRISE REGISTRATION--The recent Shandong provincial meeting 
of directors of industrial and commercial administrative bureaus decided 
to carry out a general investigation on enterprise and trade mark regis- 
tration work throughout the province and called for efforts to strengthen 
the management of contract system. The meeting discussed new problems 
arising after enterprises were given greater autonomy and pointed out 
that some localities are setting up enterprises in violation of economic 
law. The meeting demanded that the investigation of industrial enter- 
prises should be completed in the first half of this year and that the 
investigation in other trades and professions should be completed by the 
end of this vear. [Jinan Shandong Provincial Service in Mandarin 2300 GMT 
4 May 80 SK) 


COAL ASH RECYCLED--Jinan, 21 Apr (XINHUA)--Three million tons of coal cinders 
from China's power plants were put to good use last year, industrial and 
agricultural experts were told at the recent national conference on the use 
of coal ash held in Jining, Shandong province. Most of the waste was made 
into building materials and the rest was used to improve farmland, the 
conference was told. Most of China's power plants are fueled by coal and 
they discharge 30 million tons of cinders a year. With the help of scien- 
tific research institutes, more than 120 factories throughout China are now 
turning some of the waste into building materials--bricks, tiles, wall blocks 
and four types of cement. Last year a total of 500,000 tons of coal ash was 
delivered to people's communes for farm use. Mostly it was used to correct 
impervious soil and soils with acid and alkaline imbalance. Each commune 
reported increased yields of cotton, wheat, rice, maize and vegetables. It 
was also helpful in starting young rice shoots. Some of the power plants can 
convert the ash into fertilizers while other retrieve useful metals from the 
waste. twenty plants in Shadong and Sichuan provinces have recovered concen- 
trated iron power from coal ash. [Text] [Beijing XINHUA in English 1228 GMT 
21 Apr 80] 


OLL WORKERS WELFARE I[MPROVEMENTS--Shijiazhuang, 6 Apr--0il drilling workers 

in China's newly developed oilfields who ate and slept in tents in extreme 
weather conditions now have mobile trailer living rooms, bathhouses and din- 
ing rooms. Last year, 310 million yuan were used to build housing for China's 
oilfields, including mobile facilities for oil drilling workers, according to 
the ministry of oil industry. In the North China oilfields which were 
developed 4 years ago and have a staff of some 60,000 people, every drilling 
team has over 20 trailer mobile living rooms, each for 4 people, and 1 mobile 
bathhouse, 1 mobile kitchen and 2 mobile dining rooms. These mobile houses 
have heating facilities as well as electric fans. The North China oilfields 
since 1977 have produced over 3,000 such mobile living rooms, 96 bathhouses 
and some kitchens and dining rooms. With these facilities, it takes the 
drilling teams only a day to move from one place to another and the drilling 
may begin the same day. In the past it took them 3 to 5 or even 10 to 15 days. 
[Text] [Beijing XINHUA in English 0249 GMT 6 Apr 80 OW] 
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JOBS FOR SHANGHAI YOUTH--Beijing, 3 May--To. solve problems of unemployment 
among young people, the Shanghai Electric Machinery Company has opened eight 
collective-owned enterprises, providing 988 jobs in production and service 
trades, according to a report in the WORKERS' DAILY. With the help of other 
plants in the company, the eight enterprises, which include workshops and 
building teams, last year produced industrial goods with a total value of 
850,000 yuan, and earned 170,000 yuan by processing raw materials for other 
units. After deducting expenses, the enterprises’ net profit amounted to 
70,000 yuan, the WORKERS' DAILY reported. These workshops and building teams 
do their own independent accounting, and are solely responsible for all prof- 
ite and losses. The company also helped these workshops and building teams 
by supplying technical workers and management staff. [Text] [Beijing XINHUA 
in English 0835 GMT 3 May 80 OW] 


GUANGDONG SAFETY MONTH CONFERENCE--On the evening of 28 April, the Guang- 
dong people's government held a telephone conference on launching the 
activities of safety month this May. Li Jianan, vice provincial governor, 
made an important speech, on carrying out mobilization and making plans on 
the relevant work, he pointed out that although accidents in factories, 

mines and other enterprises and sea and land transport in Guangdong in 1979 
were less than that in 1978, many problems still exist. In particular, in 
the first quarter of 1980, the number of accidents, deaths and economic 
losses have been increasing, therefore, production safety and hygienic con- 
ditions have become outstanding problems that required immediate solutions. 
The leadership at all levels must seriously grasp this task, check up the 
dangers of pollution and adopt measures for rectification and transformation. 
The leadership of the party and government at all levels must include produc- 
tion safety in the important daily agenda. The province has also established 
a safety month office. [O0W020812 Guangzhou Guangdong Provincial Service in 
Mandarin 2330 GMT 28 Apr 80 HK] 


GUANGDONG FISCAL, ECONOMIC DISCIPLINE MEETING--On the afternoon of 8 April, 
the Guangdong provincial people's government held a mobilization meeting on 
inspecting fiscal and economic discipline. The meeting demanded that Guang- 
dong's administrative units and enterprises at all levels mobilize the masses 
to immediately carry out inspection of fiscal and economic discipline under 
the leadership of the local party committees and governments. Through inspec- 
tion, they should expose and correct problems in the implementation of fiscal 
and economic policies, systems and discipline, sum up experience and lessons 
and improve their work. They should specifically stop the work style of un- 
scrupulously cutting down revenue and increasing expenditure. Correctly 
implement the party's economic and fiscal policies and promote and raise the 
management standards of economic and fiscal work. To stimulate the work of 
inspecting fiscal and economic discipline in all places, the provincial peo- 
ple's government has decided to select and transfer cadres from all concerned 
provincial departments to form 11 inspection groups in coordination with the 
state council inspection group and, starting from 10 April, go to Guangzhou 
municipality, the Hainan administrative region, all prefectures and autonomous 
prefectures and also Shaoguan municipality to assist the local authorities in 
carrying out the work. [Text] [HK151240 Guangzhou Guangdong Provincia] 
Service in Mandarin 2330 GMT 10 Apr 80 HK) 
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FINANCE AND BANKING 


RESTRUCTURING OF INSURANCE SYSTEM DISCUSSED 


HK130200 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 2, 
15 Feb 80 pp 15-17 


[Article by Zhang Chongfu [1728 1504 4395] of the Chinese People's Insurance 
Company: “Tentative Ideas on the Restructuring of the Insurance System''-- 
slantlines denote boldface print] 


(Text) The Present Situation of Insurance Work 


The insurance industry in our country is still backward. It was concentrated 
in Shanghai before liberation. Following the liberation, the people's 
insurance company was established en 20 October 1949. In 1952, 34 private 
insurance companies were reformed and merged into 2 state-private companies. 
At present there are caly three insurance companies that have established 
business contacts with foreign countries. They are the Chinese People's 
insurance Company, the Insurance Company of China and the Taiping Insurance 
Company. 


The People's Insurance Company has been “unhorsed" on two occasions over the 
past 30 years and the number of its staff has been cut down from 50,000 to 
the present 500. It was first “unhorsed" in 1959. In the early days of 
liberation China established an economic compensation system that was 

based on the Soviet experience. The state enterprises were forcibly insured 
while private enterprises, individuals and rural areas might purchase the 
insurance policies of their own accord. During the year of the great leap 
forward in 1958, the insurance of the state enterprises was regarded as a 
"financial drain." And with the formation of the rural people's communes 
that are “larger in size and collective in nature," it was not considered 
necessary to insure the rural areas. Eventually, the company was closed 
down, leaving only the departments that were related to foreign trade. And 
these departments were again disintegrated in 1969 when the Cultui®*! 
Revolution entered the stage of struggle-criticism-transformation because 

to have business contacts with international insurance companies was con- 
sidered as “taking part in redistributing the capitalist profits." As a 
result, our insurance business with the second world was cut off. Follow- 
ing the accident of the “missing platinum," the late Premier Zhou was very 
angry to find that the metal was not insured and he ordered the interne “ional 
insurance business to be rehabilitated. The insurance business of our country 
now only includes international trade insurance and international reinsurance. 
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The volume of our insurance business is very small. For example, in 19/8 
it constituted only 0.16 percent of the world's insurance premiums, rank- 
ing below 100th. Nonetheless, the role of such a meager income is still 
apparent because it has enabled our company to cover the losses of our 
foreign trade and shipments. In addition, we have been able through our 
business to expand our international contacts and establish relations 

with over 800 insurance companies in more than 100 countries and regions 
and accumulate funds for the state. The premium for our exported goods 

is covered by foreign businessmen with foreign exchange. Our indennity 
rate is 50 percent and this means that we get 50 perceni profit. The 
profit from the premium of the goods exported to Hong Kong and Macao is as 
high as 90 percent because the indemnity rete is only 7 to 8 percent. Many 
countries in the world have been paying mucl: attention to the insurance 
industry. In such a small place as Hong Kong there are more than 130 
insurance companies and this figure is expected to increase. The British 
insurance industry recorded a net profit of over US$700 million in 1976 

to offset 20 percent of the country's US$3.6 billion foreign trade deficit. 
The figure for Switzerland was as high as 42 percent. Insurance is a 
foreign exchange earning industry. 


A decision to resume insurance business in our country was made at a con- 
ference of our bank branch directors held in February last year. This 
decision has been approved by the State Council. The staff of the 
insurance companies no doubt welcome this decision yet they worried that 
the business would one day be closed again. Therefore, we urgently need 

a law to guarantee insurance business. The people's insurance company 

has set up a group to work on insurance law. I personally feel that it is 
not enough just to define the status of the insurance industry. Inter- 
national experience shows that in order to display the role of the industry 
it is imperative that insurance regulations be included in the civil law, 
commercial law, company law, contract law and labor law. 


Tentative Ideas on Restructuring the Insurance System 


The above situations show that the main problem of the existing insurance 
system is that the scope of insurance policies is very limited. 


The feature of insurance is economic compensation, through which enterprises 
can carry out their production smoothly. According to the Marxist point of 
view, any society has to draw a certain amount of reserve funds from its 
total products for compensating the losses of social property that occur 
due to natural disasters and accidents. Marx said in his "Das Kapital": 
"Insurance is needed because of sudden natural changes, fires and floods.’ 
He also pointed out in "Critique of the Gotha Program": “Reserve and 
guarantee funds for coping with accidents and natural disasters’ must be 
deducted from labor achievements. As our country is not accustomed to 
insurance and our economic system covers everything from "eating out of 
the same rice pot" to the "distribution system" and we do not have complete 
economic laws and regulations, there is no retention for reserve funds in 

our finance work. Therefore, the losses caused by natural disasters and 
accidents are submitted as expense account. There is rarely any compensation. 
This situation will affect the production of enterprises and is against the 
principle of economic management. 
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There ere three points of argument with regard to the existing ineurance 
syelem: 


/First, do the etate enterprises need ineurance’?/ The core of this 
question ie, ie it necessary for our country to form an economic compen- 
sation evetem? If the anewer is in the affirmative, in what way should 
the syetem be formed? There is no argument with regard to the economic 
compensation system for rural and urban enterprises with collective 
ownership and for individuals because this system is not related to 

state finance. But the system must be carried out on 4 voluntary basis. 
Owing to the present economic conditions in rural areas, it is agreed that 
it ie not necessary, for the time being, to insure crops and livestock. 
The argument at present is whether the state enterprises need insurance. 
One opinion holds that it is not necessary because the state is responsible 
for both the profite and losses of the enterprises. This means that 

it makes no difference to such enterprises whether they purchase ineurance 
policies or not. The only difference ‘+ that when they purchase the 
pol'‘cies, they are {ust “emptying their pockets.” Another opinion holds 
thet it ie necessary to insure the enterprises because according to the 
Marxist point of view any society has to deduct reserve funde from labor 
achievements to cope with natural disasters and accidents. As our state 
budget hae not been able to completely cover the compensation for the 
losees of such enterprises, it is only insurance that is able to ensure 
the production of the enterprises. 


| apree with the latter opinion. Natural disastere and accidents exist 
objectively and they can only be lessened through safety and prevention 
work. Following the expansion of enterprises’ self-determination rights, 
it is all the more imperative to manage the economy through economic methods 
anc to form a compensation eyetem. Our investigations into public 
security, railway and transportation departments have shown that fires 
and road accidenta happen every year. Therefore, measures should be taken 
to cover the losses and ensure production. The present situation ir which 
enterprises have neither insurance nor reserve funds must be changed. I 
read a newapaper article several days ago, saying that e great number of 
sticks were damaged when they were being loaded and unloaded while ano.er 
ticie eaid recently that the storehouse of the Beijing Motor Bus Company 
weht fire. In the former case, those who were responsible for the 
Loowes of the bricks had their wages deducted to compensate for a small 
part of the losses, most of which were submitted to the expense account. 
There was no way to solve the losses in the latter case and they will 
ever silly aleo be submitted on expense account. From the insurance 
point of view, such measures cannot solve problems, because to submit 
these losees on expense account can only solve them in the sense of 
nling, net economic compensation. As a result, the production of 
enterprises and the income of the state will be affected. The above two 
ases are ema)ll events. if they were serious, they would have affec:ed 
ational economic planning because without reserve funds they would have 
caused chaos in the financial planning. How can such a situation accord 
with rhe principle of managing the economy by means of economic method? 
Evidentiyv it is imperative to form an economic compensation systen. 
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Internationally, an economic compensation system is formed in three ways: 
insurance, finance and self-ineurance by enterprises. The capitalist 
countries use insurance and financial methods. Compensation for (he 
national defense industry and estate utility undertakings is covered by a 
retained reserve fund. Private enterprises and individuals are compensated 
through insurance. Yugoslavia practices insurance. Hungary and Po land 
also turned to insurance in May last year. Many in the Soviet Union have 
aleo suggested adopting insurance methods but it is still under discussion. 
Other East European countries practice compensation in all three wave. 
Which way should we adopt then? According to the tentative ideas of the 
group of the Central Finance Committee, it is better for our enterprises 

to practice self-insurance by relying on their own retained reserve funds. 
But in our opinion such a method is not totally in line with economi: 
principles. The first reason is that it will disperse and waste money 

and it is impossible to regulate the funds and to enable them to account 
for each other. Such a method, in fact, weakens compensation power. It 
also seems difficult for the numerous medium and omall enterprises end 

the few profit loss enterprises to carry out self-insurance. The second 
reason is that the enterprises’ retained reserve funds cannot lie idle; 
they must be used in financing. As a result, when disaster occurs, the 
funds will also be lost, leaving only an empty account. That is why 
self-insurance is seldom practiced in other countries. Fror the insurance 
point of view, self-insurance will have greater power when it is jointly 
practiced by a trade rather than by an enterprise. But this form, in fact, 
has the nature of commercial insurance. Therefore, we think it is better 
to practice insurance with a commercial nature as our economic compensation 
system because ours is still a commodity economy and insurance is the product 
of this economy. The insurance industry uses economic management methods of 
approximation to calculate social losses and the advantage of this ca\cula- 
tion is that it covers wide range of averages. Being insured, the enter- 
prises will be able to change the inevitable and unpredictable losses into 
predictable and very low fixed expenses (only a few thousandths) to the 
benefit of strengthening accounting. It is because of such advantages that 
Hungery and Poland turned to insurance in May last year. For our country 
it is even more important to form an economic compensation system because 
we are still not used to economic compensation, cue to the effect of the 
“theory of fate” and the ideology of the small peasant economy and due to 
the fact that we do not have complete economic laws and regulations. 


/Second, should the insurance profits be handed over to higher authorities. / 
The core of this question is whether Marxist theory ie to be ‘followed {) 
forming the system of a guarantee fund. Theoretically speaking, ‘neurance 
means mutual assistance and support of the economy. It belongs to che 
category of profit redistribution. The insurance itself does not ain at 
making a profit. The purpose of insurance is to cover by premium the losses 
of social property that are caused by natural disasters and accidents. 

It is according to this theory that insurance companies in Yugoslavia dc 

not have to pay tax [word indistinct) hand over their profit. On the 
contrary, these companies turn the whole profit into 4 guarantee fund so 
they will be able to cover big losses. When their fund reaches a certain 
level, the surplus profit is returned to the insurants. It is also 
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according to this theory that insurance companies in capitalist countries 
only pay 5 to 15 percent tax out of their net profit. The profit and 
losses are counted over an extended period. For example, if a company 
loses business in a certain year, the deficit will be deducted from the 
profit of the next year. To enable insurance companies to cover big 
losses and prevent the ineurantse from incurring losses, insurance companies 
have to deposit a certain amount with the government that gives them 
interest. But we only have material rather than cash reserves in our 
country while insurance profit has to be handed over to higher authorities. 
As 4 result, our insurance companies have to request the money from 
finance departments to cover the losses of serious disasters. Fortunately, 
no such disasters have happened over the past 30 years but no one can 
guarantee that they will not happen in the future. If we form a guarantee 
fund system and the companies do not necessarily hand over their profits, 
the companies will then not only be able to meet demands for large amounts 
of compensation but will also be able to lower the insurance premiums and 
expenses of enterprises when they have accumulated a certain amount of the 
fund. Such a situation is of benefit to both enterprises and the state. 
To encourage enterprises to carry out safety and loss prevention work, we 
would consider returning «a certain portion of the premium to enterprises 
requiring no compensation or those requiring less than 30 percent compen- 
sation in a year. 


‘Third, should the insurance management system be coupled with accounting 
unite at graesesroot levels?/ this is a key question of the expansion of 
insurance companies’ self-dete-mination rights. It also determines whether 
the insurance companies at grarsroot levels can fully display their 
initiative. Our present insurance management system is characterized by 
too tight control, no accountings, no rights and responsibility and no 
facilities. All this has affected the management of the insurance industry. 
We have urgently demanded that the system be restructured. But how can 
this be done? The comrades at the grassroots levels have suggested that 
the management system of “centralized management and unified accounting" 
now being implemented in locally oriented insurance and foreign related 
ineurance in the two special regions of Guangdong and Fujian provinces 
be changed into “unified leadership primarily under provincial management.” 
Sut there are two tentative ideas on business management: First, “account- 
ing is carried out at the branches, profits are distributed to the branches 
and losses are compensated for by head offices"; second, “accounting is 
cerried out at the branches and profits are distributed to the branches, 
wh sivo ehare the risks.” No matter which method is used, the interest 
rt staf’ muet be guaranteed. in distributing profits, a certein 
amount suet be retained for welfare and award fund while the rest is turned 
» guarantee fund. It is permissible for insurance premiums to 
juctuate in the range of 20 percent of the national unified standard. But 
these two ideas have advantages and disadvantages. The advantage of the 
firet is that it brings more rights and responsibility to insurance 
companies at grassroots levels. it will also help the provinces, gunicipali- 
ties and autonomous regions which have little businees make up their losses. 
But it will affect the initiative of the provinces, municipalities and 
avtonomous regions that have big business. The advantage of the second 








idea is that the companies at grassroots levels can boldly carry out their 
work because they will not necessarily worry about not covering bip losses. 
But with this idea, all contradictions are concentrated in head oifices, 
Both ideas have a feature in common, that is, al] companies at grassroote 
levels have their own rights and responsibility and can display their 
initiative to improve management and service. This will help promote 
competition among enterprises, form a guarantee fund and lower premiums. 


Some comrades have also asked whether we can follow the example of Romania 
in retaining some premiums for the companies at grassroots levels as a 
safeguard against losses and for the improvement of security facilities. 
But some other comrades have opposed this suggestion. 


Since our insurance staff is small, some comrades have said that it is 
not easy to develop the insurance industry in a short period. Therefore, 
they have suggested that an agency syatem be formed and agents be given 
service charges. 


All the comrades held that it is better at present to maintain the manage- 
ment system of the insurance business that is related to foreign countries. 
But the companies at grassroots levele must be given a certain ratio of 


foreign exchange. 


The above tentative ideas are for minor restructuring of the insurance 
management. Most comrades agreed that if the restructuring is to be 
carried out in a big way, we should follow the example of Poland and 
Romania. The state insurance management bureaus of these countries are 
under the leadership of the Council of Ministers, with each bureau con- 
trolling a number of insurance companies. We also have a tentative idea 
about setting up a state insurance management bureau with 4 «mall staff. 
Under this bureau, there will be three companies respectively responsible 
for foreign related insurance, reinsurance and local insurance. With 
this reform, enterprises can be separated from the state and be able to 
compete with and improve their management and service. But such reform 
depends on the development of our locally oriented insurance. 





FINANCE adv BANKING 


FUJLAN FINANCE, ECONOMICS CONFERENCE--The Fujian people's government 
recently held a telephone conference to mobilize the whole province to 
iaunch a large-scale inapection of financial and economic discipline. 

Wen Fushan, vice provincial governor, presided over the conference. Guo 
Chao, secretary of the Pujian Provincial CCP Committee and vice provincial 
governor, spoke. The participante were urged to clearly investigate the 
mistakes in finance and economics in 1979 and find out their causes, sum 
up experiences, rectify financial and economic discipline, draw a clear 
dietinction between right and wrong and restore and give play to the good 
work etyle. It te also necessary to put financial revenue and finance 
organs on «a sound basis and to augment these organs with enough personnel. 
The participants pointed out that in the course of inspection, it is 
necessary to put the stress on criticiem and education when acts of 
violating financial and economic discipline are discovered. It is neces- 
eary to seriously deal with those who resorted to revenge when their uis- 
deeds were discovered. Those who have done wel) in promoting the finan- 
cial and economic system and discipline must be cited and encouraged. 
[Puzshou Fujian Provincial Service in Mandarin 1035 GMT 26 Apr 60 HK) 


FUJLAN FINANCLAL SUPERVISION CONFERENCE--The Fujian Provincial Finance 
Sureau recently heid a conference on provincial financial supervisory 
work. The conference made arrangements for the current tasks. The con- 
‘erence demanded that, under the leadership of the party organizations 
.) governments at all levels, the province gust carry out large-scale 
financial supervision with increasing production, practicing econogy, 
increasing income and cutting down on expenses as the central work. The 
province should aleo extensively conduct education to publicize financial 
dicc ipiine. Leading comrades of the discipline inspection committee of 
the provincial CCP committee, the provinc!al higher people's court and 
the provincial people's procuratorate spoke. ([Pushou Fujian Provinciel 
Service in Mandarin 1035 GMT 26 Apr 80] 


LANJITN SAVINGS DEPOSTTS--The total amount of savings deposit of residents 

‘© fianjin municipality and its suburban areas reached 553.71 million yuan 
by the end of the first quarter of this year. More than 210,000 new accounts 
of current and fixed deposits opened in the first quarter, showing an all 
time high. [SK260530 Tianjin City Service in Mandarin 1330 GMT 23 Apr 80 SK] 


So: 69006 


51 





ENERGY STORAGE IN UNDERGROUND WATER STRATA DISCUSSED 
Shanghai WEN HUI BAO in Chinese 10 Apr 80 p 1 


[Text] At the same time that this country has spent 15 years controlling 
surface subsidence in the municipal are: it has also achieved marked 
successes in using underground water-bee nog strata to store energy. 


The use of underground water-bearing strata to store energy is 4 new tech- 
nique for increasing utilization of energy resources. Water (hot or cold) 
which has absorbed a certain amount of energy is pumped into underground 
water-bearing layers which have a very high heat storage capacity and 
withdrawn again when needed. Work in this area began in 1963. Initially 
the underground water-bearing strata were used to store cold, by pumping 
in water at about 4°C during the winter and recovering it again in summer 
for cooling and air conditioning in high-temperature shops. This results 
in a considerable saving of energy and fuel in comparison with the use 

of mechanical refrigeration equipment. The energy recovery rate can be 
as high as 60-75 percent. Since 1965, in order to control surface sub- 
sidence resulting from excessive withdrawal of underground water, the city 
has pursued large-scale vater use planning and the pumping underground of 
surface water, and has expanded cold storage technology in underground 
water-bearing strata. Since 1968, research has also been underway on using 
underground water-bearing strata to store heat by pumping in during the 
summer surface water heated by the sun or relatively high-temperature 
nonpolluted cooling-system water; the energy recovery rate is from 40 to 
70 percent. Both of these methods can save large amounts of energy. On 
the basis of statistics from 24 plants in this country's cotton textile 
industry, every year 25 million kilowatt-hours of air-conditioning elec- 
tricity can be saved. 


In the last few years, there have been new developments in the use of 
underground water-bearing strata to store energy. For example, some units 
have adopted the “withdraw from deep, pump into shallow" method of storing 
cold: in the winter, relatively warm water (15-20° C) from a depth below 
280 meters is extracted and sprayed until its temperature falls below 
10° C, after which it te pumped back and stored in relatively shallow 
water-bearing strata at about 100 meters for artificial cooling in eummer. 








Currently, cotton textile companies, water supply enterprises, the Shanghai 
Geological Office and other unite are summing up their experience and 
resolutely strengthening scientific research, and are carrying out under- 
ground storage of water on an even larger scale in order to supply cheap 
energy for the four modernizations. 
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DEVELOPMENT 0. NUCLEAR ENERGY TERMED NECESSARY 


~Y Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 12, 26 Mar 80 
P 


[Article: "Nuclear Power-Generation Should Be Developed i» China") 


[Text] It has been reported that the China Light and Power Company in Hong 
Kong and the Guangdong Electric Power Bureau will jointly build a nuclear 
power-generating plant in Guangdong in the torm of compensatory trade. Some 
people may be surprised to hear that China, too, has to develop nuclear 
energy . 


Of course, judging from the current conditions, China may not abruptly develop 
nuclear energy. However, to complete the national economic system, nuclear 
power generation should be developed in China. Nuclear power now occupies an 
importa :t plece in worldwide energy. There are more than 200 nuclear power 
plants with e total power of 110 million kilowatts. There are 300 more under 
construction or being planned for construction, and it is estimated that by 
the end of the 1980's,the total nuclear-generated power will reach 400 million 
kilowatts. From this, we can see that the nuclear power industry has become 

a large industrial system. The question of energy sources is also very im- 
portant in China with a strong bearing on the accomplishment of the four 
modernizations According to objective conditions in China, coal is now used 
as the principal source of energy, although the use of hydropower and petroleum 
is also being promoted. However, the geographical distribution of energy 
sources in China is very uneven. In the south, for example, there are little 
coal deposits. The development of nuclear electric power in some localities 
which are fairly well developed economically but are deficient in energy 
resources, or are far away from fuel production istes, is an important factor 
in solving the energy problem. Moreover, nuclear electricity has many ad- 
ventages, such as less pollution than would be produced by burning coal. 
Therefore, nuclear electricity is an important means of developing energy. 


The question of developing nuclear energy in China was raised at the first 
representative assembly of the Chinese Nuclear Institute, in which it was 
affirmed that China is basically qualified to develop nuclear power stations. 
This was the v w of Jiang Shengjie [1203 5110 7132], a Chinese nuclear 
chemist and minister in the Second Ministry of Machine Building. He held 
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that there are go insurmountable technical problems to buliding, ftuclear power 
stations in China; and, if no technical assistance is available from foreign 
sources, » ire entirely capable of designing and building them ourselves. 
There was certainly some basis for his views. In the early 1970's, Premier 
Zhou Enlai already ¢ t forward the task of planning for nuclear power gener- 
ation. In the past 10 years, we have set up the necessary industrial base 
and provided the technical facilities for developing nuclear energy, as shown 
by the prospecting and extraction of uranium, and the establishment of a 
scientific research system for nuclear energy, the formation of a research 
force for reactors, and so forth. All these show that China's nuclear energy 
has already passed from the stage of preparation to that of materialization. 


Nuclear power generation requires not only technical equipment but also huge 
funds. According to reports, the opening of a nuclear powerplant calls for 

a tremendous expenditure. China now is economically weak, and the technical 
equipment is not adequate. Therefore, there are many difficulties in de- 


veloping nuciear power through Ch wn efforte. Through joint ventures 

r compensatory trade with foreign metries, it can make use of foreign 

investments and import advanced t¢ gy. These are the advantages for 
elerating the develooment ft nu ar power This is what Chiua is now 


planning to d 








FUELS AND POWER 


ENERGY CONSERVATION MEASURES SHOWN SUCCESS IN SHANGHAI 
Beijing RENMIN RIBAO in Chinese 12 Apr 80 p 2 


[XINHUA dispatch from Shanghai by reporter Xu Jiazhu [1776 1367 2691): 
"Shanghai Gains Valuable Experience in Energy Conservation") 


[Text] Shanghai has gained valuable experience in the conservation of 
energy by means of scientific management and modern technology. 


Beginning last year, Shanghai began to pay serious attention to setting up 
an energy management system by appointing two vice mayors to take clarge 

of the work. The municipal economic commission, all industrial bureaus, 
all corporations, as well as many factories, workshops, and sections have 
special personnel responsible for the work of supervising the consumption 
of energy. The Shanghai No 17 Cotton Mill set up its energy management net- 
work with 79 persons to look, full or part time,after 2 energy-control 
projects laid down by the mill, and another 200 persons carry out periodic 
inspections by checking whether or not the work of management can meet re- 
quirements. Many factories are popularizing the experience of this mill. 


The scientific management of heat energy is very meticulous ork. It re- 
quires all factories to use thermal instruments and meters making ac- 
curate measurements and calculations and to take effectiv. “gy-saving 
measures with regard to their principal equipment and produc.s--how much 
heat energy should be consumed, how much actually was consumed, how much 
was dissipated and lost, and how much can be saved. Last year, a general 
investigation of energy consumption was conducted by 340 enterprises in 

Shanghai; these were consumers of 80 percent of the city's energy supply. 


Shanghai's practice proves that by applying this “software” of the 
scientific management of heat energy, it is possible to gain very great 
results from little or no money. 


The new technology adopted by Shanghai for heat conservation is mainly ti « 
following: r 
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FUELS AND POWER 


BRIEFS 


COAL MINES INCREASE TUNNELING--Beijing, 4 Apr--China's coal mines whose 
unified allocation of resources is under the control of the ministry of 
coal industry increased their total tunneling footage by 7.5 percent in 
the first quarter of 1980 as compared with the same period last year. Ac- 
cording to statistics, 16 provinces, municipalities and autonomous regions 
and 54 mining bureaus throughout the country overfulfilled their tunneling 
plans for the first quarter. [Beijing Xinhua Domestic Service in Chinese 
0731 GMT 4 Apr 80 OW) 


GUANGDONG ELECTRICITY--Electricity generated in 1980 throughout Guangdong 

is expected to increase by 8 percent over 1979. However, due to the develop- 
ment of industrial and agricultural production, the demand for electricity 
will still be pressing. In 1979, fulfillment of investments for electricity 
capital construction increased by 22 percent over 1978. This had relatively 
improved the supply of electricity. In 1979, accidents in the generating 
equipment of the electricity network in Guangdong were reduced by 77 percent 
over 1978, while those in the transmission equipment were reduced by 51 per- 
cent. Many units have succeeded in safely generating and transmitting elec- 
tricity. However, with the development of the national economy and foreign 
trade in Guangdong, there will still be very big shortage in the electricity 
generated in 1980 to meet the needs of industrial and agricultural production 
throughout Guangdong. Therefore, it is necessary to effectively save elec- 
tricity. At present, the potential for saving electricity in the province is 
very great. [HK151240 Guangzhou Guangdong Provincial Service in Mandarin 
1130 GMT 8 Apr 80 HK) 


HUBEI ENERGY CONSERVATION--Hubei has achieved the encouraging result of hav- 
ing the rate of increase of industrial production growing faster than rate 
of increase of energy consumption. During the first quarter of this year, 
even though the energy supply was reduced according to plans, industrial 
production still grew by 32.2 percent comared with the same period last year. 
In February, output value per kilowatt-hour of electricity consumed rose to 
2.36 yuan from 2.3 yuan last year. On the basis of a general survey cone on 
the situation of fuel consumption, industry and communications and planring 
departments enforced a system of fixed supply of coal in the fuel, chemical 
fertilizer, electric, light industry and cement sectors in seven districts. 








In Wuhan and six counties, coal is suppiied by the ration coupon system. 

As a result, 44 percent of the enterprises limited their fuel consumption 

to equal or less than the supply quota. In 33 percent of the enterprises, 
fuel consumption fell to the lowest historical level. in Huangshi, elec- 
tricity consumption was reduced by 56.24 million kilowatt-hours last year 
through the ration coupon system. Modifications have also been done on more 
than 310 boilers in the province, reducing their coal consumption level by 
more than 15 to 20 percent. [Wuhan Hubei Provincial Service in Mandarin 
L100 GMT 27 Apr 80 HK) 


SHANDONG ENERGY CONSERVATION--Jinan, 24 Apr--Power stations in Shandong 
Province achieved fine results in conserving energy during the first quarter 
of this year. Coal consumption per 1 kilowatt-hour of power generated drop- 
ped to 407 grams, 9 grams less than for the same period in 1979. The total 
amount of fuel thus conserved equaled 36,000 dun of coal. ([0W281856 Beijing 
Xinhua Domestic Service in Chinese 0122 GMT 24 Apr 80 OW} 


SHANDONG ENERGY CONSERVED -Highway transportation departments at all 
levels throughout the province scored achievements in conserving energy, 
saving 4.27 million liters of gasoline and diesel oil last year, a value of 
some 2.2 million yuan. In the first 3 months of this year, these highway 
transportation departments also conserved 1.78 million liters of oil, 40 
percent higher than in the corresponding period last year. [Jinan Shandong 
Provincial Service in Mandarin 2300 GMT 27 Apr 80 SK) 


SHENYANG POWER CONSERVATION--Shenyang, 27 Apr--After implementing the quota 
system of supplying electricity to factories and mines in Shenyang, Liaoning, 
since early 1978, Shenyang conserved a total of over i140 million kwh of elec- 
tricity over the past 2 years. The city also conserved over 10 million kwh 
of electricity during the first quarter of this year. [Beijing Xinhua Domes- 
tic Service in Chinese 0234 GMT 27 Apr 80 OW] 


ZHEJIANG FUEL CONSERVATLON--Hangzhou, 25 Apr--All plants in Hangzhou 
municipality of Zhejiang province have achieved remarkable results in fuel 
conservation through launching an emulation drive. Total value of the 
municipality's industrial output in 1979 increased by 15.4 percent over that 
in 1978 while the total amount of fuel consumed increased by only 6.2 percent, 


thus saving some 77,500 tons of coal in 1979. During the first quarter of 
this year, the total industrial output value increased by 26 percent over that 
in the same 1979 period while the amount of fuel consumed increased by only 
ercent, thus saving some 22,000 tons of coal. [Beijing Xinhua Domestic 
service in Chinese 0131 GMT 25 Apr 80 OW] 


“EO &NG TIDAL POWER STATION--Hangzhou, 11 May--The number one generating 
unit of Jiangxia Tidal Power Station at Yueqing Bay, Zhejiang Province, East 
nina, began operation this week. Jiangxia will be the biggest tidal power 
station in China and will have six generators when it is complete. With a 
turbine for double-way operation, each unit has a capacity of 500 kilowatts. 
‘Text | [0W110323 Beijing XINHUA in English 0212 GT 11 May 80) 


89 





NEI MONGGOL ELECTRIC POWER--Nei Monggol has scored initial results in its 
electric power industry following one year of adjustments, In 1979, Che 
region completed the task of generating 3.496 billion kilowatt hours of 
electricity, topping the planned target by 2.67 percent, During the past 
year, through technical reforms and stepped-up capital construction, the 
Hohhot power plant, beotou power plant No 1, and Wulashan power plant have 
reached the rated power generating capacities. Baotou power plant's ex- 
panded 100,000-kw generating unit was incorporated into the power grid 
following a trial run at the end of 1979, The key transmission and trane- 
former construction projectse--the 100,000-volt project from Wuyuan to 
Hanggin Houqi and the two-circuit 100,000-volt line from Baotou power plant 
No 1 to Machi will soon be in operation. Construction of a 220,000-volt 
tranemiseion line from Hohhot to Baotou is under way. Twenty-eight elec- 
tric power projects for agriculture have been completed in the whole region, 
insuring the irrigation of 7.98 million mou of farmland by electric power. 
{Hong Kong ZHONGGUO XINWEN in Chinese 21 Apr 80 p 1) 


HONGSHUI RIVER UTILIZATION--Nanning, 17 Apr--Exploitation of the rich water- 
power resources of the Hongshui River in South China has begun with a 

400 ,000-kilowatt hydroelectric power station under construction on the mid- 
dle reaches of the river. The Hongshui River, whose hydropower resources 

are believed to be bigger than those of China's second longest river--the 
Yellow River--is a tributary of the Peal River system. It has enough 
resources for generators with more than ten million kilowatts. At present, 
80 percent of the concrete pouring for the 80-metre-high power house at Dahua 
has been completed. A dam, 967 metres long and 78.5 metres high, is to block 
the flow by the end of this year. Among the sites suitable for construction 
of large hydroelectric power stations along the river are Tiansheng-Qiao, 
Longtan, Etan, Yantan, Qiaogong and Dateng gorge. The governments of China 
and the United States will cooperate in the construction of projects at Long- 
tan and Dateng gorge. When the two stations are built, they will supply 
electricity to the nearby mining centres. [0W180959 Beijing X™NPVA in English 
0208 GMT 17 Apr 80 OW) 


SHANGHAI POWER CONSERVATION--Shanghai, 24 Apr--Shanghai plans to save 320 
million kilowatt-hours of electricity this year through the use of new mate- 
rials and techniques. Last year, the city reported savings of 480 million 
kilowatt-hours of electricity. Charts at a current two-month-long meeting 
co exchange technical experience show that each kwh of electric power saved 
adds five yuan to Shanghai's gross industrial output. New techniques 
described at the meeting include the use of an improved refractcry fibre for 
the lining of electric heating furnaces and the substitution, among others, 
ot sodium-vapour lamps or mercury-arc lamps in street lighting. Technical 
lectures on special subjects, as well as seminars and films on methods of 
saviny, electricity that are in use abroad are being presented to representa- 
tives -f all of Shanghai's industries, who are attending the meeting. [Text] 
[Beijing XINHUA in English 1228 GMT 24 Apr 80 OW] 


JIANGSU COAL OUTPUT--Jiangsu Province turned out 100,000 tons more coal 
than planned in April. The figure represented 7.5 percent above the 
target. [Nanjing Jiangsu Provincial Service in Mandarin 2300 GMT 2 May 80 OW] 
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WEA VALANCE ClAbee--Recentiy the State Pianning Commission, the State 
Leetiae COM@™—iesion afd the State Bureau of Suppiles speneered if Nahgéehou, 
Dreliaha, the eecend Hetliohe. Cecliices Efaining ciese on heat balance, 
“ile wae attended by mere than -00 cadres and techmicianse in charge of 
the werk oo e@hetgy if <8 provinces, Giehicipailties and autonomous regione, 
Since 19°) Gere Chan 100 enterprises throughout the country have experi 
mented with beat balance, At the ene Of last year, the State Planning 
Commission, the State Economic Commission and the State Bureau of Suppiies 
set up @ Wore growp on heat balance in evterpriges. initial results heave 
been made in populeriaing thie technology. (Nangehou Thellang Provincial 
jervice in Mandarin 1100 G@tT 9 May 80 OW) 


SHANDONG METALLURGICAL INDUBTRY=-Metallurgical laduetrial enterprises in 
Shandong Province performed outetandingly in energy conservation in the 
firet quarter of thie vear. The state production plane for steel, pig 
iron, eteel products, tren ere and coke were overfulfilied. The con- 

» Stion of power wae substantially reduced and, compared with the same 
period of last vear, gore than 1,.00 tene of coke and 5,100 tone of heavy 
i. were comneerved during the firet quarter of thie vear Jinan Shandong 
Previnetal Service in Mandarin 2300 GHT 5 May 80 SEK 


CSO 4006 








YUNNAN MANGANESE DEPOSIT=-The Yunnan Geology Department hee recent 'y reported 
the discovery of 4 large, high-grade deposit of manganese in Yanshan County 
in southern Yunnan. The gain body of the deposit ie at 4 depth of 200 te 
400 meters. Part of the deposit is said to consist of the manganese used 

in the ganufacture of dry celle. [Tianjin TIANJIN RIBAO in Chinese 

i4 Mar 80 p 4) 


XINJLANG CHROMIUM FIND--Geological exploration personne! in Kiniiang heve 
discovered a large chromium deposit in the Zhayier Mountaine in the northwest 
part of the Junggar basin. So far the deposit has exceeded | million tone, 
and the geological workers say the cliromium content is around }5 percent. 
Purthermore, the deposit is at a shallow level and should be easy to exploit. 
[Tianjin TIANJIN RIBAO in Chinese 20 Apr 80 p 4) 


GANSU ANTIMONY DEPOSIT--A lerge antimony deposit has recentiy been found 
in Kihe County in the Longnan Mountain region of Gansu Province. The ore 
body is concentrated and the ore is high grade, and should be easy to 
extract and exploit. [Tianjin TIANJIN RIBAO in Chinese 23 Apr 8 p 4) 


KINJIANG IRON ORE~-One iarge, rich deposit and six medium iron deposite, 
toteling approximately 250 million tone, have been found in the Gob! Desert 
in eastern Xinjiang Province. The large deposit is known a6 the Cihai iron 
deposit. it is located to the west of the Hongliu River and hae at least 
120 million tone of ore, of which 55 percent is high gerade, having an iron 
‘meet from 40 to 65 percent. [Tianjin TIANJIN RIBAO in Chinese 

4 May p 4 


GUANGKI MANGANESE DEPOSI T--Nanning, 10 May--Guangxi hae recently dis- 

covered in Daxin Daxin County « manganese deposit estimated to be the largest 

such deposit in China so far. Of fine quality, the deposit is #0 close 
i very 


easy to excavate. Depart- 











SHAM’ SAUKRITE DEPORITS=<-Talyuen, -9 Apr=-Geelegiste heve found baunite 
deposit» at 3) leeations tn Shani Previnee, Serth China, The previnee te 
estimeted to have 26 pereent of the baunite reserves verified in Chifte, See 
ine it the country's leader in siubinu® eofe feserves, in Aieoyi County, 4 
strip @ine ‘s being developed that is expected te yield 500,000 tenes of ofe 
a vear, (text) [OW201]0) Beijing XINHUA in English 0748 GMT 29 Apr 80 OF) 


XTNITANG WEN [RON MINES=<Urumei, 2 May=-A lara: fron sine and sis tedium 
sived ones with « total deposit of 250 Stillen tone were recently dlecoveted 
on the Gobi Desert in east Kinjiang., Known ae Cihal iron Mine, the laree 
one ie leceted weet of the Hongliang River, having «4 confirmed deposit of 
120 wilisen tone. [Beijing KINMNUA Domestic Service in Chinese 0116 @a 

2 May 80) 


HENAN MINERAL RESOURCES <<Zhengehow 26 Apr-<1t hae been verified that Henan 
Province hae 86 mineral resources and that it leade other previnees and 
regions in gold, silver, @olybdenum and aluminum deposits. So far, the 

gold Sine at Kieogingling in Lingbao county hae proved to be the biggest 
gangue g0l¢ @ine in China and the silver @ine in Tongbal county and the 
solvhdenum @ine in Luanchuan county are extra-large and large mines, 
respectively. [GW281490 Belling Kinhua Domestic Service in Chinese 0237 GMT 
26 Apr 80) 


GUANGDONG GOLD MINING=-In 1979, gold @ining in Guangdong reached a record 
ieve | i'n the firet quarter of 1980, the output plane were overfulfilled 
by 154.9 percent 1 month ahead of echedule. Gold resources are rich in 
Thacgine prefecture with many Sining pointe over an extensive area. in 
GQuangning county, the gasses have produced 129 liang of gold. At present, 
there are 2,000 persone engaged in full-time gold mining in the province at 


200 sining pointe. (8K26063" Guangzhou Guangdong Provincial Service in 
Mandarin 1130 GYT 1° Apr 80 HK) 
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SEMI SUBMERSIBLE O11 DRILLING VESSEL UNDER CONSTRUCTION AT SHANGHAI 


Beijing CHUANRO SHILJIE [SHIP WORLD) in Chinese 15 Apr 80 p 1 


et “Work Begins on China's First Semisubmersible Ocean O11] Drilling 


{Text} Work has now officially begun at the Shanghai shipyarde on China's 
firet semisubmersible ocean of] drilling vessel. It is an advanced ocean 
Oil drilling facility suitable for developing those ocean areas in deeper 
water under rather more adverse conditions. 


This drilling vessel hae an overall length of 91 meters, a beam of 71 meters 
and displaces gore than 20,000 tone. The unit consists of 4 derrick, 4 
platfors, columns, buoyancy chambers, upper works, etc., among which the 
platform alone occupied 4,200 square setere--ae much as 4 large soccer 
field. The diameter of each of the six colume [epuds) ie 9 meters and the 
port and etarboard buoyancy chambere are each 90 meters long and 14 meters 
wide. It is 35.2 meters from the bottom of the chambers to the top of the 
platfore and 100 metere from the bottom of the chambers to the tip of the 
derrick. Working depth is 35-200 metere and the vessel can ride out up to 
100-knot winds (or force-15 winds) and l8-meter seas. 


The semisubmersible drilling vessel has a huge volume and construction is 
very complicated. With ite special machinery and equipment, quaiity re- 
quirements and degree of technical difficulty are very high. Only a few 
countries in the world today, such as the United States, Japan, France, 
Norway and West Germany, are capable of designing and building such 4 vee- 
eel. When building this kind of “colossus,” selecting which construction 
method to employ is one of the major considerations; this is usually re- 
solved in the planning stage based on the country's industrial standards and 
actual situation. The comrades responsible for the design work on the semi- 
submersible drilling vessel at the Shanghai shipyards conscientiously drew 
from the experiences of foreign nations. They integrated these with the 
actual domestic conditions to boldly put forth their “buoyant lift" construc- 
tion plan, the principle of which is to use the drilling vessel's two buoy- 
ancy chambers and the su*stitute buoyancy of three auxiliary vessels to as- 
sembly the columns and the platfore. 
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‘JUNGIT GUANLI' DISCUSSES PQULPMENT REPLACRIENT 


WKO70731 Beijing JINGJ1 GUANLI [POONOMIC MANAGEMENT) in Chinese No 2, 
iS feb 80 pp Me 


\Article by Yan Oiushi (0917 306) 1995): “It le an Urgent Task To Replace 
Equipment Used in the Machine-Building Industry’ --passages in slantlines 
denote boldface priat) 


Text) “Good toole are @ prerequisite to the successful execution of a 
job." The machine-building industry ic the department of technical equip- 
ment for realiging the four sodernigations. It must provide more and 
yetter technical equipment for realizing the four modernizations, possess 
mechanical equipment with outstanding quality and edvanced technology iteeif 
and continuously are iteelf with the [word indietinet) in the most modern 
science and technology. However, in our country at present, most of the 
equipment in the aachine-building enterprises ie outdated and backward, 
which affecte the quality of the preducts and cannot meet the demands of 
realizing the four modernigzations. Now is the time to seriously solve 
this proble. 


On the question of studying the policy of equipment replacement in machine- 
building enterprises, we carried out preliminary investigation into some of 
the key enterprises last year in conjunction with the relevant departments. 
We now set out below the relevant conditions and suggestions: 


/i. The Main Probleme of the Equipment in the Machine-Building Enterprises 
at Present/ 


1. There ie ne guarantee for the quality of the products. The precision 
of about 10-20 percent of the main inetallatione is greatly reduced and 
cannot meet the technological demand. / 


The Shenyang Heavy Machine-tool Plant has put forth urgent demands for the 
replacement of 92 pieces of equipment, about 10 percent of the total equip- 
ment in the whole plant. The precision and properties of most of the 
machines have dropped because of the wear and tear caused by long operation. 
They cannot meet the demands of production technology. For example, a 
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boring machine with @ 160 (me wait) diameter for processing the (rame of «@ 
cylindrica) crusher which has been in operation on 4 three-shift es.er for 
23 years, After three general overhauls, ite precision and prepe.tiee have 
been markediy reduced, Beth ends of the boring bar have been ground eff 
by 0,08 millimeters and there is a bend of 0,12 millimeters in the boring 
ber. There is 4 constant deviation in the holes bored, Another veitical 
lathe with a diameter of 1,4 meters hase already been used for 20 veare 
After two general overhauls, the gap between the bearing and the hole of 
the machine body is bigger than 0,065 millimeters, The ballbearinge are 
very loose in the hole and wastes are constantiy produced, When the main 
equipment is in such 4 estate, it will inevitably affeet the quality of the 
products. An investigation from 1973 to 1977 shows that only between 

58.6 and 68,2 percent of the main producte=-the cylindrical cruchere=-in 
the pliant were up to standard, The passing rate of the eviindrica) erind- 
ing machines was between 5] and 71 percent and that of forging machines 
between 55.3 and 61.4 percent. Even though the quality of the products 

is raised after readiusting and repairing the equipment and strengthening 
the management, it is still not possible to continue the consolidation 
without the timely and planned replacement of equipment. 


There are 90 pieces of main equipment which urgentiy need to be replaced 
in 4 certain machine~building plant in Shanghai at present. This repre- 
sents approximately 9.46 percent of the main metal-cutting Sachine tools 
in the whole plant. Some 44 sete or 48.8 percent of the equipment are of 
low precision and cannot meet technological demands, thus affecting the 
properties of the products and the precision of the processed epare partes. 
Over the past few years, there has been an increase in the output of the 
double-face grinding machines in that factory, but the punching machines 
are not of 4 great precision and the central part is not high enough. 

if these are arbitrarily used, there is no guarantee for the quality of 
the products. 


/2. Normal production cannot be maintained. Because of the serious wear 
and tear of the main equipment, there are many machines which urgently 
need to be repaired every year. The task is formidable and work has to be 
suspended for a very long time, thus threatening the normal production vork 


at present. / 


A certain machine-building plant in Nanking planned to repair 66 metai- 
cutting machine toole in 1979 and work had to be suspended for 1,882 days. 
The general overhaul of an ordinary lathe takes approximately 20 dave. 

To carry out 4 major repair of a milling machine, work hae to be suspended 
for more than 50 days. There is 4 constant breakdown of machines and for 
every repair to be carried out, work is suspended for 4 long period. Yormal 
production is tremendously affected. 


The breakdown of key line equipment of continuous production has tremendous 
influences on production. There is 4 tote! of 176 machines in the gear 
workshop of the subsidiary generator plant of the No | Motor Plant, with 

141 machines being used on the production line. There was 4 month in 

1978 when the machines stopped working 273 times for a4 total of 545.2 hours 











of evepensien of work, OR the aVetage, Li Machines stopped operation for 
a tetal ef more than 70 heure each day. More than le of these hours 
were caused by repairing faulty equipment 


}, The actual predvuetion capabilities are already greatly reduced, Much 
hey equipment is used at 4 lower grade, Machines weed for major processing 
in the past can only be used for Siner processing now. Machines which had 
a big feeding rate and operated at high epeed and could be weed for many 
purpeéees can few onivy heave a emall feeding rate, operate at a low apeed 
and reduce the scope of theif utilisation, 





A 7256 planer wae installed and put into operation in a certain heavy 
machine-bullding pliant in Shenyang in 195/. The processing load was 

20 tone in the early period, It can only shoulder 15/; tone at present, 
|eentence ae printed) Formeriy four tool carriers could be used at the 

same time and the feeding rate wae 25 millimeters. Now only two tool 

ati iere can be veed eimultaneously and the feeding rate fe only 15 milli- 
eetere, There ic 4 depreseton of 0.4 millimetere in the croserail and the 
gap im the iead screw was widened. In the course of processing, the feeding 
often hae to be done manually, thue caueing 4 drop of 25 percent in the 
general efficlenc 


A certain machine-tool piant in Shanghai refiecte that after three to four 
general overhauls, the properties and efficiency are generally lowered as 
‘ollewe: After the first general overhaul, the reduction is 5 percent; 

after the second general overhaul, there is a further reduction of 5 percent; 
after the third general overhaul, there is a further reduction of 15 percent; 
and after the fourth general overhaul there is a further reduction of 15 per- 
cent, This ie to sav that after four genera) overhauls, 4 machine retains 
miy approximately 60 percent of ite original properties and efficiency. 


‘4, 1 geome of the elevator and transportation equipment is not replaced, 
pereonal eafety cannot be guaranteed. / 


in @ certain machine tool plant in Shenvang, 18 bridge cranes which urgently 
need to be replaced are old and have a frame etructure and open gear 
'riving left behind from the daye of the Japanese militerists. After 

stlivy 40 yeare of operation, there has been 4 serious bending of the main 
beams, with the bodies of the lathes also being out of shape. The machines 
have gone through «ix general overhauls and it is very unsafe to continue 
to operete then. 


Some equipment is outdated and backward and can no longer meet the 
jemand of the technological properties and production efficiency of 
* sade by the development of the national economy. / 


before 1965, a certain machine too) plant in Nanking mainly produced two 
series and nine varieties of turret lathes and fully automatic turret 
lathes. It is now required to produce hobbing machines. This has put 
new demands on the processing machines. in the past, the old products 
required a precision of 0.03 millimeters/meter in processing, shaping and 
scraping the flat eurfaces of the sliding fit; however, a demand of 0.015 
millimeter/meter is required for the new products. At present, none of 
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the planers ean eet the precision fequifeMenitse, OMLY Belne adie te reach 
a standard of 0.0) millimeter/meter, The precision, coneentricity and 
vibration of the bore holes in the machine body are net up to the standard 
required, 


/6, The backwardness of the equipment structure in the machine building 
industry ie one of the reasons for the low productivity of labor. / 


When the proportion of equipment in the machine building industry in our 
country is compared with that of industrially advanced countries, there 
are “email proportions in three things": one is the amall proportion of 
the precision processing equipment. Machines of a high precision account 
for less than 1 percent of the metal cutting machines in our countr 
Grinding machines occupy approximately 10 percent and lathes 4) per ent, 
According to U.S. statistics of several years age, lathes only occupied 
20.8 percent and grinding machines 26.8 percent of the total number of 
machine tools. In Japan, lathes occupied 26,4 percent and grinding 
machines 16.9 percent. The second is the small proportion of automatic 
equipment of high efficiency. There has been a limited growth in the 
number of machines and a large rate of growth in the highly efficient 
automatic machine tools in the various industrially advanced countrics. 
There was an increase of 10.5 percent in the number of machine toole in 
the United States from 1963 to 1973, while the automatic line had grown 
by more than 3 times and the number of numerical contro] machines had 
increased by nearly 9 times. In Japan, the number of machine tools 
increased by 20.8 percent from 1967 to 1973. In the same period, there 
was an increase of 1.2 times in the complex specialized machine tools 
and an increase of more than 6 times in the numerical control machines. 
From 1966 to 1971, the number of machine toole in England had decreased 
rather than increased by 24.8 percent, wile in the same period, there 
were increases of 1.5 times in the automatic assembiy machines, 65 percent 
in the numerical contro] machines and 70 percent in the automatic line. 
At present, there are respectively 5,000 to 6,000 automatic lines and 
14,000 to 40,000 numerical control machines in America, Japan and Soviet 
Union and other countries. In the 10 years from 1965 to 1975, the number 
of machine tools increased by 4.4 times in our country (at present our 
country leads the world in the number of machine tools) and 4 emai) 
increase in the number of highly efficient automatic machine tools. The 
third is the email proportion of forging equipment. Foreign countries 
have already vigorously developed precision casting, forging, pressing 
and non-cutting machining, and forging equipment is widely weed. The 
proportion between metal cutting machine tools and forging equipment is 
4:1 to 3:1. Some can even be smaller than 3:1. The proportion between 
metal cutting machine tools and forging equipment in our country is 6:1. 


The above conditions show that the replacement of equipment is an urgent 
task. This is a militant task and if attention is not paid to it, there 
will be no improvement or development in the machine-building industry. 
It will be difficult even to maintain simple reproduction. 








jai, @VePal Suggestions tor Pianned Lquipment Replacement 


/i. Eoomemic life must be taken ae the criterion for judging what equipment 
shouid «%¢ should net be replaced, 


The so=ca@lied economic life is to calculate and analytically compare the 
costa, There should be replacement if the cost of useing new equipment is 
lower than that of using old equipment. There is ne need for replacement 
if the cost of using old equipment ie lower than the replacement of new 
equipment, in the analytical comparison of coste in accordance with the 
experiences at home and abroad, it is necessary to concretely and compre- 
hensively compare the working efficiency of equipment, wages, rate of 
product loss. coste of materials, maintenance and fuel, tax on fixed assets, 
depreciation cosets and interests. As far ae 4 trade, 4 factory and 4 piece 
of equipment are concerned, whether replacement ie neceseary and what type 
of equipment should be used for replacement are determined by the costes 
after concrete calculation and by the economic resulte. This ie the 
primary criterion in equipment replacement. 


Thinking things would work as long 46 there was adequate equipment and 
replacements did not matter, we did net talk about economic resulte or 
catry out economic calculation in the past. Just take the costs of 
maintenance and repair of equipment as an example, an ordinary C620 lathe 
eelis for 6,000 wuan. After two general overhauls, the cost is more than 
half the selling price. When the third overhaul is carried out, the 

accum lated charges for overhaul are basically equal to ite selling price. 
The charges for several repaire to the existing equipment in the factory 
exceed the original price. Furthermore, the precision, quality and 
capabilities drop after the repairs. it is all the more noneconomic to 
suspend work because of the breakdown of machines and hidden damages. 





Foreign countries are very economically conscious. To reduce costs, obtain 
more economic benefits and win the competition, they use new equipment and 
traneform the old equipment. Meanwhile, they aleo make full use of the oid 
equipment. Therefore, we should sot think that we need not bring into play 
the rele of old enterprises and old equipment by atteching importance to 
ecuipment rer. acement. 


r There guet be «a key point in the replacement of equipment. / 


if economic life ie taken ae the basis for assesement, there might be a great 
aurier of equipment which needs to be replaced. But taking into considera- 
tior the limitation of financial and material resources, we cannot complete 
the replecemert all at once. Therefore, there must be «a key point and steps 


in ©) — Sc @nment of equipment. 


Speaking of the machine-building industry as a whole, can we integrate the 
replecement of machines with visible damages with the replacement of machines 
with hidden damages under the prerequisite of controlling and compressing 
the number of machines possessed at present’ First, it is necessary to 
replace the damaged equipment which cannot meet the technological demands 








80 a6 tO guarantee Chat simple reproduction is Maintained, At the same 
time, it is necessary to replace the technolog cally backward equi: ment 

by some of the new equipment so as to gradually transform the ba: «ware 
conditions of production equipment in the machine=-building industry. This 
might be a longer process but thie path is unavoidable. 


Speaking of the industries, the first area that drawa our attention is the 
foundation industry in the machine-building industry--machine=tool industry. 
The machine toole needed for replacement primarily come from the machine- 
tool industry but the conditions of equipment within the machine-tool 
industry iteelf do not conform to the quality and development of the 
variety of machine tools. The second is the great number of damaged and 
irreparable equipment in factories with continuous production and factories 
on the line of automatic production. The third is kev and single-product 
equipment in a emall number of individual production plante. 


From the viewpoint of enterprises, some are for guaranteeing and raising 
the quality of output; some for guaranteeing safety production; some for 
meeting demands in the development of new products; and some for overcoming 
weak links in production, raising productive efficiency, reducing coneump- 
tion and production costs and so on. In sum, we must etart from the actual 
conditions of the enterprises and combine the present demands with long- 
term development plans, integrate equipment replacement with the trans- 
formation of products and technological transformation of enterprises, 

and in the process of tapping reserves, re ovation and transformation, make 
use of a group of existing equipsent on the production line, transform one 
group and replace another. Through equipment replacement, we should raise 
the technological and economic target of enterprises to a new level. 


‘3. It is necessary to raise the depreciation rate of fixed assets and 
increase the proportion of retention. / 


It has been suggested to raise the depreciation rate of fixed assets from 
the present 3.5 percent to between 5 and 7 percent, and give the enter- 
prises the total amount. in this way, the utilization of equipment can 
be reduced from 30 years to between 15 and 20. 


At present, the depreciation rate of fixed assets is very low as is the 
amount given to enterprises. There is no guarantee for the provision 

of capital for equipment replacement. Thus, the technological measures 
and plans in the factories and the replacement plans cannot be realized. 


The increase of the depreciation rate of fixed assets from approximately 
3.5 percent at present to between 5 and 7 percent all at once will affect 
the present financial income of the country. Therefore, the method of 
gradual increase has been suggested. On the foundation of 3.5 percent, 
there will be an annual increase of 0.5 percent, starting from 1980, to 
gradually raise it to 7 percent. In this way, there will be a slight 
improvement in the replacement condition. This will also conform nore 
to the financial and material conditions in our country at present. 
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, 18 Heceseseary tO FTre@.ia@tica..v &8oive the srobiem of the saource of 
equipment needed for rep.iacement 


At pre@ent, the equipment needed for repiacement is allocated from the 
categor “production and maintenance, In 19/77, there were only 81 pieces 
and in i978, «3 pieces of production maintenance equipment Gncluding farm 
machines) allocated to an engineering department. It would take more than 
1,000 veare if the enterprises relied on direct supplies from an engineering 
lepartment for equipment repiacement. Foqulpment replacement cannot be 
impiemented if such a condition is not changed. 


When there ia no equipment allocated for replacement, there is basically 
the problem of guiding policy: namely, whether our economy has to change 
from “extension” to “inclusion.” The economic development of varivus 
countries normalivy hae to go through these two stages: firat, it cakes 
the increase in quantity as the main point. The capabilities of one piece 
f equipment are not .ufficient to build two pieces of equipment and the 
capabilities of one factory are not sufficient to build two factories. 
Thie te called the “extension” type. Developed to a certain stage, the 
improvement of quality is taken ae the main point. The capabilities and 
qualities of the equipment are improved so that 4 set of equipment can 
serve the purpose of several sets. The level of plant technology and 
the management level are raised so that one plant can do the work of 
several. This is called “inclusion.” Up to the present, our country still 
cakes increased quantity as the mair thing, and uses a large amount of 
capital to carry out capital construction. It does not have much money 
for tapping reserves, renovation and transformation. Following this, a 
great amount of equipment wil! be used for capital construction projects, 
without much being used for replacement, not to mention the replacement 
of equipment of « low level by that of a high level. ‘t is, therefore, 
necessary to solve thie problem of guiding policy. 


To solve this urgent problem, the machine-building industry should be 
sllowed to list a fixed amount of equipment on the state plans every year 
or allocation to equipment replacement. This will not only solve the 
sroblem of visible damages but will also help manufacture equipment with 

even higher standard in accordance with the needs of technological 

ages and solve the problem of hidden damages. Meanwhile, it is neces- 
sary to organize various user factories and set up specialized refitting 
sliante to renovate and make maximum use of the old equipment. 


is necessary to set up a set of economic management methods and 
prom and encourage various enterprises to carry out equipment repiace- 
sent, soch as by providing loans on favorable terms for equipment replace- 


properiv replace equipment in the machine-building industry, it is ex- 
tremely necessary to carry out further investigation and generalize 
experiences. Therefore, we suggest the selection of some machine-building 
plants as testing points for economic results in equipment replacement. 
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LIGHT INDUSTRY 


DEVELOPMENT OF RUBBER INDUSTRY REVIEWED 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER) in Chinese No 12, 26 Mar 80 
pp 26-29 


[Article by Hua Gong [5478 0501): "China's Rubber Industry") 


[Text] In the current year, China's rubber industry continues to develop 
with improved quality, increased production, reduced consumption and greater 
varieties as its goal. The planned total output value in this industry 
throughout the country will be increased by 8-10 percent over that of 1979. 
The export of rubber, according to the plan, will also be increased by more 
than 28 percent. 


Our rubber industry was a great success in 1979, and both the technical and 
economic standards were the highest in its history. 


This industry started from scratch, then on a small scale, and continued to 
develop under the spirit of self reliance. At present, there are more than 
900 large, small an? medium-rize enterprises which form a fairly independent 
and complete system of rubber production. They are able to produce a fairly 
large variety of industrial and other products including tires, rubber belts, 
rubber tubes, emulsion, reclaimed rubber and rubber shoes. The industry has 
a fairly adequate supply of raw and semi-finished materials and a farily com- 
plete set of machinery equipment, research and designing facilities, and 
highly technical schools. 


In 1917, China opened a small rubber shoe factory in Guangzhou. This was the 
first enterprise in China's rubber industry, which was then about 90 years be- 
hind that of the capitalist countries. From 1917 to the eve of liberation in 
1949, our rubber industry suffered from the predatory actions of imperialism 
and the ravages of war, particularly the destruction by the Guomindang, and 
was on the verge of extinction. It was restored after liberation, and from 
1953 to 1979, rubber consumption increased more than 30 times. Investment 

in the rubber industry amounted to 2.65 percent of the total investments in 
the entire chemical industry. The total industrial output value amounted to 
15.1 percent, and the profits made amounted to 22 percent of that of the 
chemical industry. Rubber products have been exported to more than 50 
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countries and regions, and the foreign exchange gained amounted to 14 per 
cent of that of the chemical industry, 


The total output has aleo greatly increased, Compared with 1949, the total 
production of tires in 1979 increased by more than 360 times, that of conveyor 
belte increased by 62 times, rubber tubes increased by 212 times, and rubber 
shoes increased by 8.4 times. This production wae basically sufficient for 
our social needs. Along with the great increase in output, the varieties have 
4iec greatly increased, Compared with the early pest-liberation period, the 
number of varieties increased by more than 20 time For example, formerly, 
there were only em1ll and medium size tires of five « tferent specifications. 
Now the oumber of specifications is more than 200, including tires for passen- 
ger cars, heavy-duty trucks and tires for engineering, agricultural and other 
purposes, As for rubber tubes, there are now more than 100 varieties with 
over 2,000 different specifications for the four major structures. Develop- 
ment in the production of high pressure tubes and the tubes for the exploration 
of petroleum within the hydraulic system wae particularly rapid. There were 
also great developments in the production of other rubber products with con- 
stantiy improved quality. 





lo meet the needs tor the development of the rubber industry, the of new 
materials is being actively promoted. Budadiene styrene, thisko!, . .oroprene 
and budadiene rubber is now extensively used, while butyl, thio iuober, poly- 
isoburylene, polyurethane, polyvulcanizate, silica gel, fioride rubber and 

forth are aleo used in emall amounts. At the same time, experiments have 
been made in the simultaneous use of rubber and plastics. Since carbon black 
can be used to produce 13 different soft and hard carbon black products, ex- 
periments on high-speed compressed carbon black have been successfully carried 
out. The types of rubber auxiliaries have aleo been greatly increased, and 
there are now more than 20 types of promoting and preserving agents for rubber. 
The production of some types of vulcanized promoter and effective all-purpose 
preserver is being gradually developed. 


Equipment for the rubber industry has been great improved. It is basically 
self-sutficienc in special equipment for the main products and the production 
of some new equipment is now under research. 


Shortly after liberation, there was practically no organized research or de- 

signing in China, and the very smal! number of technicians were scattered 

among different factories. Now there are more than 10 institutions for 

ecierctiic research and the technical force consists of more than 2,000 

ekilled technicians. In recent years, some key enterprises have set up 

resear enters of their own. The combination of professional research 

no desleetoe and mase work has achieved heartening success in the use of new 
m ona eemi- finished materials, new structures, new processes, new techniques 

ind new equipment for new products. 


The rubber industry is essential to national defense, the military industry, 
mining, communications and ‘ransportation, agriculture, forestry, aquatic 
production, medicine and hygiene, culture, sports, education and daily living. 
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lt provides tens .f thousands of varieties of rubber materiale and produc 


for our four modernizations, Proceeding from the present state o (ne rubber 
industry and from the urgent need to accomplish the four modernizations, and 
based on the policy of readjustment, restructuring, consolidation and im 


provement for the national economy, it has been proposed that several main 
projecte in the rubber industry should be developed within the next 2 or 3 
years, 


On the basis of a continual improvement of quality, great efforts were made 

to produce new products with increased varieties and designs. While con 
tinuing to improve the quality of common twilled nylon rubber tires, stee’ 
wired tires sith meridian lines and fiber tires with meridian lines were also 
produced on a large scale. In producing belts, attention was paid to their 
etrength, the speed, the great distance covered, the heavy load it carries 

and the high dip angle. The production of conveyor belts with nylon and steel 
wire reinforcements has been increased. As for rubber tubes, continued efforts 
were made to increase their tensile strength under high pressure and to improve 
the quality of those used for medium and low pressure. In producing rubber 
shoes, the main effort was directed to designing new models and increasing 
varieties. The other products also conformed to the advanced world standards 
in the use of materirls and new models are constantly produced to replace 

the old ones so as to expand their market. 


Efforts were also made in conducting scientific research, adopting new pro- 
cess, adding new ejuipment, and using advanced techniques in the rubber in- 
dustry. Research on some key equipment and its trial-manufacturing were also 
carried out in a planned way so as to achieve mechanized, interlocking and 
automatic operation gradually. Special attention was paid to the basic 
theories to improve designing, the directions for mixing the ingredients, and 
the work process in addition to research on the trial production of new pro- 
ducts. Several research centers have been established for planning and 
research activities on a mass basis were encouraged. 


Studying and importing advanced technology and equipment were performed in a 
planned way in order to accelerate the development of our rubber industry. 

We also actively created conditions for importing complete technology systems, 
sample machinery, sample products, test instruments and so forth in the form 
of loans or compensatory trade, according to varying conditions, in order to 
further strengthen our self-reliance. 


To promote our export of rubber products, it is necessary to set up several 
main export centers and to assure the production of the required raw and semi- 
finished materials as well as the auxiliary supplies. Shanghai has had more 
than 20 years’ experience in exporting rubber products, and it now exports 
scores of items. The volu@e of export here amounts to one half of the national 
rubber export and one half of the exports of all of Shanghai's chemical pro- 
ducts. Last year, the volume of exports was the highest in history. Eighteen 
different varieties of products with more than 2,640 specifications from the 
Guangzhou rubber industrial system, including rubber tubes, rubber sheets 

and triangular bands, have been sold in more than 40 foreign countries and 
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fegione, Qingdeo, Tianjin, Beijing, Liaoning and J/iengeu are traditiona 
export centers, They are now trying to produce some brand-name products, 
imcreaee (he Varieties and expand their export trade, The other provinces 
are aleo preparing to expert more rubber products to the world market, 


we should incfease the sources of material supplies and strive to increase 
production and practice economy, of rather to increase production through 
the practice ef economy. Our country hae favorable conditions for producing 
ature. tebber, At the same time, along with the development of the petro- 
chemical induvetry, there ie alse 4 good future for synthetic rubber, There- 
fore, we @uet actively study the development of synthetic rubber and improve 
te quality Chrough the wee of few Materials a6 the framework, and the use of 
arbon \ieck and other promoting agentes. 
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LIGHT INDUSTRY 


BRIEFS 


GUANGDONG INDUSTRY PRODUCTION EFFICIENCY=<in the firet quarter of i980, 
industries in Guangdong were able to increase production and gain good 
results in increasing income and economizing on expenditures. Total profit 
made by state industries grew by 21.1 percent over that of the same period 
last year, while profite handed over to the state increased by 13.8 percent, 
greatly exceeding the 9.6 percent increase in production value. The light 
and textile industry received special attention, resulting in 4 marked growth 
in production and profite. The amount of increase of profite handed to the 
state by the light and textile industry represents 61.1 percent of the total 
increase made by a1] industries. Since Guangdong is short of energy and raw 
materials, readjustments were made in industries with high rates of conseump- 
tion and wastage and producing unsalable low quality goode to ewitch part of 
their electricity, fuel and raw materiale to more efficient industries. At 
the same time, economic accounting and management were strengthened and sar- 
ket studies were made to improve marketing and districtuion. Income from 
sales has increased by 6.4 percent. [(HK231405 Guangzhou Guangdone Provincial 
Service in Mandarin 2330 GWT 17 Apr 60 HK) 


HUNAN INDUSTRY--In the firet 4 gonths of 1980, the total vaiue of industrial 
output increased 11.8 percent over the corresponding period of 1979, surpas- 
sing the highest level ever recorded in the same period. Profits are expected 
to increase by 11 percent, while profits in 11 prefectures and gunicipalities 
increased in large fold over the corresponding period of 1979. [0W031851 
Changsha Hunan Provincial Service in Mandarin 2315 GMT WO Apr 80 HK) 


JIANGKXI APRIL INDUSTRIAL PRODUCTION--Jiangxi's industrial production 
increased again in April, with the total production value rising by 5.6 
percent compared with March. The totel production value fulfilled 35.4 
percent of the second quarter's quota. Light industrial development has 
been speeded up since all departments concerned have been working hard 
to grasp light industry. The quality and quantity of light industrial 
production have been iaproved, with sany new varieties introduced. The 
total profite of light industrial production increased by 49.2 percent 
compared with the same period last year. [Nanchang Jiangxi Provincial 
Service in Mandarin 1100 GMT 5 May 60 HK) 











CAPLTAL Cons TRUCTION 


CAPITAL CONSTRUCTION ENJOYED SUCCESSES IN 1979 


ong Kong GHING-CHI TAO-PAO (ECONOMIC REPORTER) in Chinese No 12, 26 Mar 80 
pp +4 


[Article by Kin Hua (6580 5478): “The Progress of China's Capital Construction") 


[Text] In 1979, our country achieved fairly great success in capital con- 
struction, According to statistics, 118 large and medium-sized projects in 
addition to 292 single item projects have been completed and commissioned. 
Judging (rom the number of planned projects completed, 1979 was the best 
year in the past 6 years. 


Over=extension of the capital construction front because of ill-considered 
projects and poor returre on investments has been 4 long standing problem 

in our cowntry. Te solve thie problem, which is an important task in our 
national economy, we should resolutely terminate or put off those proj cte 
which are being carried out under unfavorable conditions or are not urgently 
requires by the state. After the common efforte from various quarters, more 
than 3°90 of 561 euch projects were either terminated or put off last year. 
Because of the curtailment of capital construction, the money, materials 
and manpower thue spared were diverted to some other key or urgently needed 
projects. 


Agricuitura) Capital Construction 


Last year, the main targete of state investments were agriculture, light 
industry, fuel, electric power, building materials and communications- 
trareportation. The proportion of state investment on agriculture was 
incre ased from 10.7 percent in 1978 to 14 percent of the total capital con- 
struction investment. More than 60 large and medium-size water conservation 
projecte were started, and some of them have already been completed and com- 
niesioned. The Panjiakow [3382 1367 0656] reservoir of Hebei Province, with 
-apacity of 1.9% billion cubic meters, closed ite sluice gates to store 
water on 20 December 1979, 1 year ahead of secheduie. This is a comprehensive 
water conservation and hydroelectric power project. ibis spring, it will be 
able to supply water to Tangshan area for industrial and public daily use, 
and a generating set is now being installed. The Geghou [5514 3166) Dam of 
Changjiang, which is a key water control project, including the Erjiang 
(0059 30686) sluice gates is basically completed. So far, this is the biggest 
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sluicing project in our country, and the simultaneous opening of all ite 
27 gates can discharge 61,000 cuble metere of water in | second, and in the 
future t¢ will form a branch of the Changjiang River, 


For supporting agriculture, we have also built 4 number of chemical fertiliser 
plants last year. Three of them, located in Hunan, Hubei and Liaoning, are 
large plants, each using one of the 13 sets of imported chemical fertiliser 
equipment; and each set can produce more than 240,000 tone of synthetic ammonia 
and 380,000 tone of urea annually, 


Light and Textile industrial Equipment 


To improve the people's livelihood and to enliven the market, our country 

built 19 large and medium-size sugar refineries in the main sugar producing 
provinces, such as Heilongjiang, Jilin, Guangdong, Guangxi, Fujian, inner 
Mongolia and Xinjian in 1979, thus increasing our annual sugar productivity 

by 202,000 tons, it was the year with the highest output of sugar since 1961, 
The productivity of chemical fibers, paper, synthetic rubber and plastics has 
been also increased. For cotton textile, 471,000 apindles were added, and this 
number is equivalent to the sum-total of spindles used in our old textile base 
in Wuxi and Changzhou. 


A number of large and medium-size light and textile projects, which have a 
close bearing on the people's livelihood, are being built at increased speed. 
After the completion and formal commissioning of the first project of the 
General Shanghai Petroleum Chemical Industry Plant, tune General Tianjin 
Pet@oleum Chemical Fiber Plan installed three and a half sete of equipment 
last year and will be ready for a trial operation after the installation oi 
another one and a half sets this year. The General Liaoyang Petroleum 
Chemical Fiber Plant has installed most of ite imported equipment, and one and 
half of its three production lines are now in trial operation. It is estimated 
that it will be basicelly completed this year. The Sichuan Vinyi Mill has 
been basically completed and is now in the stage of trial operation. At 
present, the entire production process is ready and up-to-standard items have 
been produced. The completion and commissioning of these three plants, 
together with the General Shanghai Petroleum Chemical Industrial Plant, will 
double the output of chemical fiber materials in our country, meaning an 
addition of 7 million piculs of cotton each year. 


Among the large key projects being constructed and with a close bearing on the 
people's livelihood is the Nanjing Alkylbenzene Plant and the Yantai Synthetic 
Leather Plant. After the completion of the Nanjing Akylbenzene Piant, the 
amount of detergents available throughout the country will be increased by 85 
percent. Its sain production workshop has been completed and trial production 
will begin in the second season of this year. The Yentai Synthetic Leather 
Plant will be able to produce 3 million square meters of leather annually, 
which is enough for 20 million pairs of shoes. This project is in progress. 


For the production of color televisions, the building of the Shaanxi Color 
Image Tubes Plant began in April 1979. Construction of the plant buildings 
is now in full sewing. 
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Puel and Rileetric Power tnadustry 


Te speed of construction in the fuel and electric power industry, 4 large 
number of (hermo= and hydroelectric power generating sets were completed and 
commissioned in Wellongjiang, Tianjin, Hebel, Shandong, Shaanxi Hubei and 
Sichuan in 1979, The inetalled generating capacity was newly increased to 
more than 4 million kilowatts, which more than dowbled that of the early 
post=liberation dave, 


The diversion tunnel project for 4 hydroelectric power etation, now under 
construction in Lengyangxiea [7893 501/ 1499) in the upper reaches of Huanghe 
River, wae completed on 20 December 1979. Thies indicates that the hydro- 
electric power station has entered a new phase of construction, 


The diversion tunnel ie the main advance work for the hydroelectric power 
station. The Longyangxie diversion tunnel begine on the right bank of 
Huanghe River below the surface of the ground and is 661 meters long, 16 
metere high and 15 metere wide, It is the largest diversion tunnel for 
hydroelectric power stations now under construction. ite design was based 
on the gost serious ‘lood in the upper reaches of Huanghe River in 1951, and 
it can dlecharge some 3,000 cubic metere of water per second. After the 
completion of this diversion tunnel, the roaring waves in Huanghe River will 
be intercepted half way and channelled through the tunnel to serve the dam, 
which le the main component of the hydroelectric power station, and the 
construction site for factory buildings. 


The Longyangxie hydroelectric power station is the largest one along the 
Muanghe River main stream, with 4 designed installed capacity of 1.6 million 
kKilowatte and an average annual generating capacity of 6 billion units. 


in 1979, gore than 80 large and gedium—size coal projects were carried out. 
Among them, 22 pairs of coal shafte have been completed and commissioned. 
These shafts, together with 10 other expanded pairs will increase coal pro- 
ductivity by more than 13.9 million tons. The construction of eight large 
coal baeees, with an annual production of more than 10 million tons, including 
the Datong Coal Mine of Shanxi and the Huainan and Huaibei mines in Anhui, 
arc being speeded up. Among them, the three pairs in Nantun [0569 1470), 
Beisu [0554 1372) and Tangeun (0781 2625) in Yangzhou County already produced 
@ore than 2 million tone last year. The three paire of shafte etill under 
econetruction in Xinglonezhuang [5281 7127 6369) are now either having equip- 
went inetalied of the tunnelling or the pit shafts are being completed. 

In 1979, the extraction capacity for crude ofl was increased by § million 
tons and that for natural gas increased by 1.66 billion cubic meters. 


Living Querters for Workers and Staff Members 


The construction of dormitories for workers and staff members in the urban 

areas and the factory and mining areas progressed rapidly in 1979. The erea 
of such dormitories built with state, local and enterprise funds amounted to 
109 million square meters, and some 56.4 million squaee meters have already 
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been completed, This area is the largest since the founding of the leopie's 
Republic, being 50 percent more than that of 1978 and 10 percent of the total 
area built throughout the 30 years after liberation, Mere than 4 miilion 
people have moved into their new homes, 


The total area of houses built within the last 3 years in the urban and factory 
and Gining areas exceeded that of the past W yeare by 20 percent, 


Last year, the totel area of completed houses in Liaoning, Sichuan, Tianjin, 
Hebei, and Inner Mongolia more than doubled that of 1978. The increase was 
90 percent in Hunan, and ranged from 58 to 78 percent in Jiangeu, Nenan and 
Jilin, in Hebei Province last year, the area of completed houses amounted 
to 4.65 million equare meters (including the houses rebuilt in Tangshan 
Prefecture). This figure was the highest in the country. The second highest 
figure was 4.13 million square meters in Liaoning; and the third highest was 
in Sichuan, being more than 4 million square meters, The figures for Beijing, 
» Heilongjiang and another five provinces or municipalities was more 
than 2.3 million square meters. 


Based on the urban population, the area of completed houses for every 10,000 
persons in the urban areas of Tibet last year was more than 11,580 square 
meters, that is 150 percent sore than the national average and the highest 
in the country. The second highest was in Hebei Province after the earth- 
quake in Tangshan in July 1976, when the area of completed houses for 

every 10,000 persons approached 10,000 square meters. The area in Tangshan 
municipality reached 1.64 million square meters. 


The leadership at the national and the local levels all treated the acceler- 
ation of housing construction as an important aspect of the readjustment of 
the national economy and have strengthened their leadership over this task. 
Many provinces and municipalities held conferences on the construction of houses 
and the leading cadres personally worked out the construction plans. Some of 
them visited the construction sites to give on-the-spot directions and to 

help solve problems, besides guaranteeing the availability of funds, building 
materials and the required manpower. To solve problems of land requisition, 
demolition of old houses, removal of homes and the supply of funds, materials 
and manpower, the construction commission of Liaoning Province held eight on- 
the-spot conferences, and representatives of the people and members of the 
Chinese People's Political Consultative Committee were invited to inspect 

the work site and to offer opinions. The amounts of rolled steel, lumber 

and cement used was 69,79 and 76 percent respectively of the total amounts 
used on local capital construction. Last year, the construction commission 

of Tianjin municipality organized the timely processing of steel window frames 
for some 1.5 million square meters of residential houses. Then the brick 

and tile factories run by the communes and production brigades in the suburbs 
were also organized to produce bricks and tiles, and thus they insured an 
adequate supply of materials for such a large-scale building project. 


Last year, the government also adopted some new methods for solving the 
housing situation, including granting permission for privece individuals to 
build houses for their own use; although, in the past, all houses were built 
through state investments. The state also set up special funds for building 
houses to be sold to private individuals. In Kian, Nanning and Gueilin, a num- 
ber of these houses have been built and some of them have already been sold. 
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CAPITAL CONSTRUCTION 





'RENMIN RIBAO' URGES READJUSTMENT IN CAPITAL CONSTRUCTION 
4K100050 Beijing RENMIN RIBAO in Chinese 19 Apr 80 pp 1, 2 


[Editorial: “The ‘Bight-Character' Policy Must Be Firmly and Unewervingly 
lapiemented in Capital Construction” | 


(Text) Our capital construction front has been actively implementing 
the eight-character principle of readjustment, restructuring, rectifice- 
tion and improvement over the past year. After preliminary stocktaking, 
some projects that were under construction have been suspended and 
delayed, thus scaling down the magnitude of the overextended front. The 
scaling down of the magnitude of the front facilitates the concentration 
of our financial and material power to insure keypointe and investments. 
Therefore, last year's capital construction plans were better fulfilled 
compared with previous years, the newly completed productive capacity was 
greater than that of the previous year and the pace of construction of 
keypoint state projects was aleo notably speeded up. The trial points in 
reforming capital construction management have scored encouraging results 
in certain aspects. All main technical and economic indices rose compared 
with the past, due to the new development in readjustment work. This is 
the victory of the line of the third plenum and of the “eight-character" 
principle of readjusting, restructuring, consolidating and improving. 


These achievements have been due to the serious implementation of the 
eight-character" principle. The overextension of the capital construc- 
tion front with too many projects and too excessive a scale is an out- 
standing problem in the national economy. If we do not scale down the 
magnitude of Large-scale construction, we cannot change the serious 
imbalance of the national economy. Leading central comrades have repeat- 
edly -alled for a readjustment in the principles of construction and 
cemanded thet capital construction be resolutely readjusted and that 
cere must be absolutely no yielding on this point. We must not engage 
in “making a square share for everyone” nor gust we ‘indiscriminately 

cut down investments all round" in arranging investment. We gust make 
all our efforts first in production, then in capital construction; first 
in tapping potentials, innovation and reform, then in construction of new 
protects. We must not leave any gaps Setween capital construction 
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investment and materiale. Plane that leave gape have never proves Lo be 
reliable, Since practicing capital construction readjustment fo: che 

past year. we can now clearly see that the “eight=character’ principle put 
forward by the Central Committee hite right at the present fiaw and le very 
necessary and correct. So long a8 we continue unewervingly Lmpleme sting 
the “eight-character” principle, we will certainly be able to do a better 
job of capital construction. 


We can gain these achievements because we have emancipated our minus and 
broken through some “forbidden sones." Failure to act in accordance with 
economic laws and high quotes and blind commands was very popular in the 
economic field for a long period of time. Under the interference of the 
wltraleftist line of Lin Biao and the “gang of four,” there were numerous 
antiscientific slogans which confused right and wrong. Since the third 
plenum and through the discussions on practice being the sole criterion 
for testing truth, many comrades have emancipated themselves from modern 
superstitions and become bold in facing reality and pondering problem. 
They are able to sum up in a down-to-earth way the gains and losses of 
capital construction and the experience and lessons taught in the 10 
years since the founding of the state. Why ise the capital construction 
front always extended and difficult to ecale down? There are 4 lot o! 
factors accounting for this. The most important is that those ideas of 
“promotion of positive balance” and of “implementation of a policy being 
a problem of method and the abolition of it being a problem of line’ have 
been binding people's minds. Last year, many leading comrades of the 
capital construction departments and workers in economic theory carried 
out deep investigations and studies and scored certain results in ideology 
and theory. This served to greatly speed up the readjusting, restructur- 
ing, consolidating and improving of capital construction. Practice has 
proven that we cannot achieve anything at all if we do not emancipate our 
minds and are afraid of breaking through “forbidden zones," and breaking 
spiritual shackles. 


The achievements are also due to our ceaseless enhancement of spontaneity 
to implement the readjustment principle. Scaling down the magnitude of 
the capital construction front is definitely not an easy thing, and we 
certainly will encounter all kinds of obstacles, the greatest of which is 
the diversity of ideology and understanding. We faced natura’ and nan- 
made calamities in the course of readjustment in the early 1960's ad 
suffered economic difficulties. In view of this, we came to understand 
that we would not be able to overcome all difficulties if we did not 
adopt readjustment and abandon certain policies. If we can up old 
unanimity in ideology and understanding, we will encounter less obstacles, 
be prompt in action and score better results. However, this readjustment 
is being carried out in the process of reviving the nations! economy in an 
overall way and advancing since the smashing of the “gang of four.” Many 
comrades have not fully understood the serious imbalance caused by the 10 
years of great sabotage of Lin Biao and the “gang of four.” They are 
also intoxicated with the speedy revival and gradual improvement of the 
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national economy. Thus, they alwaye want to “start” more projects and 
are reluctant to “abandon” others. Some other comrades even want to 
“start wary gore.” This has been evidently shown in the hard efforts 
made last year before any single project under conetruction could be 
ecaled down, Capital construction ie — kind of accumulation, Capital 
construction iavestment each year usually accounte for half of the total 
amount of accumulat on. The proportion between accumulation and consump- 
tion comprehensively reflects a series of proportions such as between 
production and construction, production and life, agriculture, light 

and heavy induetry, and “bone” and “flesh.” The imbalance of the national 
economy certainly reflects the imbalance between accumulation and con- 
sumption. Recalling the experience of construction in the past 30 years, 
we have come to understand that it would be relatively appropriate for 
the proportion of accumlation to account for one-quarter of the national 
revenue. The state's proportion of accumlation tended to be too high 
for a aumber of years, which seriously affected the improvement of the 
people's living standards. it also brought about a tremendously big 
ecale in construction, an overextended front and a bad effect in invest- 
ment which eventually hindered the development of the whole national 
economy. People will be more conscientious in iaplementing the prin- 
ciples of readjustment. It will be easier to scale down the magnitude 

of the capital construction front when people have clarified the signifi- 
cance in theory and ideology of the balance between accumulation and con- 
sumption and have understood the objective economic laws. 


On the whole, the capital construction front now is still overextended, 
with the number of projects being too great and the general scale too 
large. There has been no change ir the situation in which investment 
results are poor, construction periods extended, management standards 
poor and losses and waste outstanding. Aliso reform of the management 
syetem does not seem adequate enough. To fundamentally change the situe- 
tion of having an overextended front and enable a greater improvement in 
capital construction, it is necessary to continue to unswervingly iaple- 
ment the ‘eight-cnaraccer principle. 


-@ must unsvervingly carry out the readjustment of capital construction. 
‘he ecale of capital construction gust suit the financial and material 
power that the state can possibly provide. This is an objective law that 
will never change according to people's will. The violation of this will 
bre log Gf punishment. Two great ups and downs appeared in capital con- 
struction « sce the founding of the state due to too big a scale in 
construction. This kind of an up and down has a great effect on capital 
onetraction, causes great losses and waste, and seriously affects the 
,ace of developmenc of the national economy. We gust seriously bear this 
leswon in mind, We must take further stock of all projects under con- 
struction this year and get a clear picture of the situation of all such 
projects, particularly those of large and medium scale. We must be 
determined to stop and delay construction of some projects and scale down 
the magnitude of construction as a whole. We must grasp the work of 
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putting into operation projects that are under conetruction and ab aden 
ing Others at the same time, We must adopt firm measures to sce.e down 
and reduce the contents to a suitable level in projects which have been 
under construction for a number of years but have not been put inte 
operation or have not yet been completed after a long period of con 
struction. 


We must strictly control all newly proposed projects which must be reso- 
lutely handled in accordance with capital construction procedures On 

the one hand, we must seriously carry out feasibility studies and do weil 
in the earlier stage work; on the other hand, we must take inte coneid- 
eration the possibility of financial and material support in the next few 
years. Wo unit or individual ie allowed to approve or carry out projects, 
ana comprehensive departments at al] levele must strictly impose super- 
vielon on them. It is necessary to strengthen planting and guidance lo 
ach eve overall arrangements regarding capital construction which ie being 
carvied out with self-raised capital. We must resolutely change the cur- 
rent serious and irrational phenomena of blind and duplicate construction. 
It ie impermissible for localities to set up coal mines. iron and steel 
plante and chemical fertilizer plants in unfavorable areas for the sake of 
a “self-contained system" and “blooming everywhere." It is also impernis- 
sible for localities and departments to promote “large and comrehensive" 
and “emall and comprehensive” projects for the sake of their own demands 
without taking into consideration the coordination between localities and 
departments. The localities and departments should not be solely engaged 
in promoting their own vehicle, tractor, bicycle and watch factories. 

They should seek to possess their own casting, forging, electroplating 

and machine-repair sections even if the nearest ones are only a few yards 
avay. We must continue readjusting the investment orientation, attach 
importance to developing agriculture and light industry and reinforce the 
weaker cardinal links such as fuel, motive power, construction materials 
and transportation and communications. We must improve to a larger extent 
the proportion of investment between urban and residential construct on, 
and in science, culture and education and finance and trade to further 
rationalize the proportion of variows construction projects between agri- 
culture, light industry and heavy industry; between “bone” and | flesh’; 
and between the fuel industry, transportation and communications and 
other industrial departments. 


It is necessary to actively carry out reform in the management of capital 
construction. We must open up a new path during the readjustment period 
and soundly establish a series of capital construction management systems 
and methods which stress economic interests and which can meet the demands 
of the four modernizations. In view of this, we should take a greater step 
forward this year and boldly organize trial points once the decision is 
made. We must speed up the pace of advance and absolutely not hesitate 

to move forward. The implementation of allocating funds for capital con- 
struction has played a positive role in the past. However, following the 
development of the national economy and the enlargement of the scale of 
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capital cometruction, the allocation of funds alone cannot work anymore, 
Many dleedvantages appear which encourage the growth of the ideas of 
“plenty of work for everyone” and the issue of blind commands. There- 
fore, it ie secessary to reform the method of capital construction, The 
way to do thie te to actively trial-implement the system of bank loans 
and enlarge the trial pointe ae much as possible to gain overall experi- 
ence. We must aleo seriously reform the management of the capital con- 
etruction plane. Since we did not have comprehensively balanced and 
relatively eteady long and medium term plans in the past, construction 
profecte were fixed on a yearly basie. Some projects are carried out and 
abandoned unsystematically each year, with construction proposals always 
changing. Thie ts, in fact, an important factor accounting for the 
extension of the construction period and poor investment results during 
these years. We can only enable capital construction work to go on the 
cortect track if we do a good job of reforming the management of plans 
and tixing the capital construction projects every 5 years rather than 
doing it every vear as is done under the present system. 





we must uphold the principle of building up the country through thrift 
enc bard work. It ie necessary to grasp rectification, strengthen 
management, overcome chaos and in particular overcome serious waste. We 
must strive for the greatest economic effecte with the least possible 
investment. All our capital for construction comes from the hard labor 
and accumulation of the masees. Thus, we must treasure it and use it 
m@ticuiously and properly. it would be a very great offense against the 
people if we were extravagant, engaged in epending money without regard 
for reeulte and cawed serious losses and wastes. 





Our task is very tough in ineuring that the “eight-character" principle 

be firmly and unewervingly implemented in capital construction. Party 
committees and supervisory departments at all levels must strengthen 
leaderehip, put the stress on practical effects and not do things just 

as mere formalities. They must not promote formalism but improve ideology 
and work style. They gust not boast or lie but do well in every iter of 
work in a down-to-earth way to greet the convening of the 12th party 
-ongress with distinctive achievements. 
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CAPITAL CONSTRUCTION 


BRIEFS 


JLANGXI CAPITAL CONSTRUCTION--The Jiangxi provincial capital construc- 
tion front has seriously implemented the eight-character principle of 
readjustment, restructuring, consolidating and improving and scored 
encouraging results. The magnitude of the capital construction has been 
scaled down, cutting down 0.3 billion yuan in investment last year and 
0.25 billion yuan this year. More manpower and money have been spent on 
urgent projects. An area of 1.33 million square meters of workers’ hous- 
ing has been constructed, an increase of 75 percent compared with last 
year. The province has readjusted the investment orientation in capital 
construction and strengthened agriculture and light industry. The propor- 
tion between agriculture and light and heavy industries has also been 
readjusted. In comparison with last year, the construction investment 

in agriculture has been increased by 11 percent, light industry by 2.8 
percent and projects for people's daily life by 10 percent. The propor- 
tion of heavy industry has been reduced by 25.6 percent. The capital 
construction management system has gradually been changed to suit the 
demands of the four modernizations. The actual cost of construction in 
the province has turned out to be 1.5 percent lower than the budgeted 
amount. (Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 

10 May 80 HK) 





ANHUI BUILDING MATERIALS CONFERENCE--Recently the Anhui provincial building 
materials bureau held a provincial building materials industry work confer- 
ence. The conference discussed how to improve housing conditions for 
peasants and solve the problem of shortage of building materials. The 
conference decided that the province's building materials industry should 
supply 3 billion clay bricks, 500 cement beams, 300,000 square meters of 
window glass and 500,000 tons of cement to the rural areas this year. 
{Hefei Anhui Provincial Service in Mandarin 1100 GMT 3 May 80 OW!) 
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DOMESTI. T.ADE 





BRIEFS 


HANDICRAFT EXHIBITION--Wuhan, 12 May--Recently the Ministry of Light 
Industry and the Ministry of Commerce jointly held in Wuhan a national 
exhibition of souvenirs and handicraft for touriet and domestic consump- 
tion. On display were more than 56,000 pieces of handicraft including 
sculptures, embroideries, lacquerwares, bambooware, rattanware, artistic 
ceramics and rugs. The exhibition sold over 88 million yuan of products, 
the highest amount in similar exhibitions. One of the marked charac- 
teristics of the exhibition was the brisk sale of handicraft products 
intended for the domestic market such as embroidered garments, pillow 
cages, table cloths and children's clothing. [0W131325 Beijing XINHUA 
Domestic Service in Chinese 0229 GMT 12 May 80) 


HENAN COMMERCE CONPERENCE--Recently, the Henan Commerce Office held a 
conference of the directors of the commerce bureaus throughout the 
province. The participants said that the leading point of commerce work 
this year is to promote the development of production, make arrangements 
for the urban and rural markets and insure the basic stability of com 
modity prices. [It is necessary to change the style of management and 
enliven the commerce work. The commerce departments at all levels must 
support the development of industrial and agricultural production, 
strengthen work in purchase and sales and take the lead to contact the 
production departments to make proper plans on production and sales. It 
'e also necessary to do a good job of production readjustment and produce 
more traditional and popular goods and insure supply to the markets. The 
participants were urged to launch inspection of commodity prices. Liu Jie, 
secretary of the Standing Committee of the Henan Provincial CCP Committee 
and provincial governor, spoke. [HKO20629 Zhengzhou Henan Provincial 
Service in Mandarin 1130 GMT 27 Apr 80 HK) 


SHANGHAL PRICE CONTROL--The Shanghai municipal people's government has 
taken steys to tighten price controls with good results. After listening 
to the briefings made by 38 city units on their pricing policy in March, 
the leadership of the municipal people's government discovered that cer- 
tain prices and charges were either too high or unreasonably fixed. 
Accordingly, action has been taken by the government to abolish ail 
unreasonable charge accounts and cut high prices to reasonable levels. 
[0W041148 Shanghai City Service in Mandarin 2300 GMT 3 May 80] 
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COMMODITY PRICES STABILIZED--Six measures for stabilizing commodity, prices 
were set forth at recent provincial conference of chiefs of commercial 
bureaus, These measures include: 1) Stabilization of prices of commodi-~ 
ties necessary for people's daily life. No unit should raise the prices 
of commodities without the approval of the State Council or the provincial 
people's government. 2) Cessation of arbitrary or covert price increases, 
3) Rational adjustment of the profits on commodities gained by industrial 
and commercial departments eo as to enable them to carry out normal produc- 
tion end management. 4) Limitation of the scope of negotiated=price com 
modities to three categories of agricultural and sideline products, minor 
commodities among industrial producte and the first and second categories 
of agticultural products that are allowed to be put on sale after the task 
of procurement is completed. 5) Food and service centers should set 
standards for charges. 6) Commodity price investigation and supervision 
work should be strengthened. [SK160238 Jinan Shandong Provincial Service 
in Mandarin 2300 GMT 8 May 80) 


INTEGRATED SALES NETWORK--Wuhan, 8 May~--Fourteen cities in China recently 
set up an integrated chemical products sales network. Some retail depart- 
ments have already opened for business. The 14 cities are: Harbin, 
Shenyang, Luda, Qingdao, Xian, Chongqing, Wuhan, Nanjing, Changzhou, 
Guangzhou, Changchun, Taiyuan, Shashi and Hangzhou. After fulfilling 
state plans, the chemical works in any of the 14 cities can sell their 
products locally or in the other 13 cities. This is the first integrated 
sales network of its kind in China. [Beijing XINHUA Domestic Service in 
Chinese 0152 GMT 8 May 80) 


ZHEJIANG PRICE-CONTROL MEETING--The Zhejiang Provincial CCP Committee and 
people's government on the evening of 5 May called a telephone conference 
and urged party committees and governments at all levels in Zhejiang to 
immediately conduct a general commodity price inspection throughout the 
province. Comrade Chen Zuolin, secretary of the provincial CCP committee 
and vice governor, spoke at the conference, stressing the necessity to 
firmly, resolutely and immediately stop the following irregularities: 
arbitrarily raising of prices, willfully expanding the scope of commodi- 
ties that can be sold at negotiated prices or overly raising the nego- 
tiated prices, selling poor-quality goods ae g>.d-quality ones, making 
short measurements, selling goods at negotiated prices which were bought 
at state list prices and overcharging. [0W062152 Hangzhou Zhejiang 
Provincial Service in Mandarin 1100 GMT 6 May 80 OW) 


HEILONGJIANG RADIO ADS--To meet the increasing demand for advertisements, 
the Harbin radio station will broadcast two additional advertisement pro- 
grams beginning 27 April. The additional advertisement program will be 
broadcast every Sunday from 0730 to 0750 local time [2330 to 2350 GMT] in 
the morning, and repeated from 1400 to 1420 [0600 to 0620 GMT] in the after- 
noon. The station will also handle advertisement business for the central 
broadcasting station as well as for other radio stations of all provinces, 
municipalities and autonomous regions throughout the country. [Harbin 
Heilongjiang Provincial Service in Mandarin 2200 GMT 25 Apr 80 OW} 
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BHA» 1Al TRADE MARKETS ~-Shanghai, 2) Apr=-Adjustments in the supply of 
materiole have given vitality to Shanghai's markets. Shanghai preduces one- 
eighth of China's industrial products, it hae organized five large-scale 
open trade markets where means of production such 46 rolled steel, lumber, 
cement and others are put on sale. in 1979 these trade markete did 217 mil- 
lien yuen business, During the firet 3 monthe this year, nearly 100 million 
yuan worth of materiale was traded in these markets. [OW2460456 Beijing 
Xinhua Domestic Service in Chinese 0118 GMT 2) Apr 80 OW) 


TLANJ IN WELOHTS AND MEASURES INACCURATE =<The industry and commerce bureau 

of Weping dletrict in Tianjin has conducted 87 surprise spot inepections in 
49 retail eteres of candy and cake companies and inepected 208 items of mer~ 
chandige, Of the 1,109 weighte and measures tested, only 315 were found to 
be accurate while 704, representing (3.48 percent of the total, were found to 
be short. The most serious cases involved the state-run Gongnongbing food 
shop and the Kiangdong candy and cake retail store, which ie collectively 
operated, in the former establishment, only 2 out of weighingse made were 
found to be accurate. In the latter, rampant manipulation of scales has 
resuited in various degrees of disguised overpricing, in the worst instance 
by 9) percent. Ase for the Kiangdong shop, thie wae the third time the in- 
duetry and commerce bureau has inspected {te premises. Malpractices found 
out in the firet two times were not only not correct, the situation has even 
deteriorated. During thie round of inspections, it was found that similar 
malpractices are quite common in shops in the district. The masses have com 
mended the industry and commerce bureau's serious performance of ite duties. 
‘MK260731 Tianiin City Service in Mandarin 2330 GMT 17 Apr 60 HK) 








TRAINING OF FOREIGN TRADE SPECIALISTS URGED 
Tianjin TIANJIN RIBAO in Chinese 18 Mar 80 p 1 


{Text} In order to develop foreign trade, it is necessary to accelerate 
the training of a group of competent foreign trade specialists who are 
both ‘red and expert. 


The foreign trade specialists in Tianjin City are, on the whole competent. 
They have already made significant contributions in the area of foreign 
trade. However, the group as a whole is etill inadequate in handling 
future foreign trade activities, We have to assess ite inadequacies and 
diligently forge ahead. 


In developing a group of foreign trade specialists, we must begin from 
leadership cadres at various levels. Leadership cadres who are responsible 
for dealing with foreign trade must understand the business themselves 

and quickly become conversant with it. Thies is one fo the important con- 
ditions in promoting foreign trade specialists who know how to do business, 


We must actively mobilize the enthusiasm of experienced salesmen, businesse- 
men, and foreign trade epecialiets and make good use of their talents, They 
have worked in the area of foreign trade formany years and they know their 
business. They have command of one or more foreign languages. They have 
gained a lot of experience in time. Hence, they are a valuable resource 

in the country. They are the catalysts in our new Long March toward 
economic growth. This is particularly true when the current national 
leaders are supportive of such growth. Leadership cadres at various 

levels should know how to use these specialists and boldly entrust them 
with responsibilities. Important tasks should be given to those selected 
few who are red and expert and are highly qualified. Let more masters 
train many more disciples--particularly the young--so that we have a 

group of energetic foreign trade specialists. 


Based on what we now have, we should give priority to quickly develop 

talents in foreign trade. Effective means must be employed to systematically 
train, educate, develop, and enrich this rroup of foreign trade cadres It 
is necessary to promote an atmosphere of research and development in the 
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area of foreign trade, 80 48 to encourage language study and skills and 
know-how in production and the export trade, Industrial organizations 
ahoule | \ewiee develop in 4 gradual manner talented persons who know 

about foretm@ trade and foreign languages, 60 that they can make way 

for cadres in their organizations to handle future foreign trade activities, 


All relevant bureaus, companies, and factories should put this specific 
taek on their daily agenda, The above refers to on-the-job training of 
‘c@ourtce personnel, and different methods can be used for the purpose as 
long as they are effective, Therefore, a training program and an evalua- 
tien system guet be devised to examine and select talented persons, par- 
ticularly with a view to augmenting the number and raising the quality 

of expert trade personnel, Of course, necessary measures should be taken 
by proper means to diepatch personnel overseas for training or for on- 
the-{ob training, including organizing activities involving international 
~ vange of technical and academic knowledge, The tasks and responsibilitic: 
‘f foreign trade (netitutions are ever greater, as both the party and 

the people sincerely expect them to be able to train more and better qual- 
ifted new blood to handle foreign trade, 


\11 cadres who are willing to promote the four modernizations and are 
determined to contribute to the development fo foreign trade should 
apply thetr wiedem and energies in thie promising decade, 
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TOURISM'S ADVANTAGES AS SOURCE OF INCOME EMPHAS IZED 
Tianjin TIANJIN RIBAO in Chinese 26 Mar 60 p 1 
[Article by etaff commentator: "Vigorously Promote Tourist Trade") 


(Text) Tourist trade is a new enterprise of our municipality. By making a 
success of touriem, we will be able not only to promote friendship between 
the peoples of our country and other countries and exchange ideas, culture, 
and scientific technology but also to gain foreign exchange for our state. 
This is a “smokeless industry" with two advantages. 


Our construction of the four modernizations requires a great deal of funds. 
Of course, funds should come first from the accumulation of our diligent 
and wise people; meanwhile, we should also strive to handle well such 
enterprises as can be handled well and earn foreign exchange, and to ac- 
cumulate as much funds as quickly as possible for socialist construction. 
The “export of scenery" is also a form of trade. Moreover, it is a trade 
which requires Little investment but has a quick return. Ite cost of 
production is low, but its profit is big. This “invisible trade” will 
also directly or indirectly quicken the development of civil aviation, 
highway and railway transportation, postal and te lecommunication services, 
hotels, food and drink services, Light industries of daily necessities, 
arte and crafts, and other economic departments; it can also play a posi- 
tive role in promoting the further improvement of work in such fields as 
urban construction, environmental sanitation, afforestation, and public 
order. 






Throughout last year, our municipal tourist departments received more than 
17,700 foreign visitors, a record qumber in the history of our municipality. 
At the same time, we must also admit that our municipality has not made a 
complete breakthrough in the tourist trade. In addition to the many prac- 
tical difficulties to be solved gradually, we still have to make great 
efforts to wipe out the evil influence of Lin Biao and the “gang of four.” 
At present, some people are still mentally restrained by such accusations 
a8 promoting tourism is “putting foreign exchange in command” and “servin» 
the bourgeois squires." Working people are also bound hand and foot by 
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these assertions, To accelerate the realisation of the four moderniaations, 
our me tpelity's broad masses of people, like ail people in the country, 
are work! « palnetakingly and trying by 411 meane to export or process for 
export caw sud other materiale and agricultural, sideline, and special 
native products taken from the great nature, in exchenge for foreign cur- 
vency. Why oot use Our natural scenery, which te always ready for service 
and need@ no areat amount of investment to run the tourtet trade and earn 
ian ex@hange! We alwaye (alk about politice being in command, What 
ie polities? The early realisation of the four modernisations ie currently 
che @ost important polities, Vigorously promoting touriem and earning still 
more noncommercial foreign exchange to raise funds for the four moderniza- 
cione ie, in itself, — very great political task. 


Some comrades argue! “Tianjin municipality has no special features; there 
le 60 preepect for development of touriem.” This view has no basis. In 
recent years, archeology has proved that the land formation of Tianjin 
area has « history of thousands of years, urban and suburban construction 
hae been carried on for more than 500 years. Tombs of the Warring States 
Period (40%-221 B.C.) lie underground; above ground there are Panshan, the 
gost lamoue mountain east of Beijing, Cuipingshan mentioned in the nove! 
"Shui Hu Zhuan" [The Story of Water Margin), and the ancient Dulesi temple, 
a wooden etruccture 1,000 yeare old, etc. Needless to say, there are many 
coders biletorical sites to be restored, such as Dagu Fort, which are weil 
mows at home and abroad and may serve a8 scenic spots for tourists. In 
addiction, our @unicipality is near the capital to the north and close to 
Bohai in the east, and it enjoys an exceptionally advantageous geographical 
position. When a large number of foreign tourist boats and merchant ships 
dock at New Harbor, the visitors will often spend the night in Tianjin 
beiore they leave our @unicipality for Beijing, for the East Ming Tombs in 
Zunhue, for the imperial summer resort in Ghengde for sightseeing, or for 
the sea beach of Beidaihe to spend their summr holidays. Every year, our 
quntctpalicy's Dagang ofifield also attracts visitors from many countries 
~ tour. Ov: foreign friende have always praised various handicraft arti- 
cles, toocetulfs of traditional taste, and textile products of national 
color and oce!l characteristics, including Tianjin carpets, Yangliugqing New 
— @fetures, and the works of thang the clay-figure maker and Wei the 
*)\s tmtker. ALL theee are favorable conditions which our municipality has 
already gained to promote tourism. How can they say that Tianjin municipal- 
is nO special features and there is no prospect of development for 

, The question i# whether or not we dare to liberate our thinking, 

we ou brains, and boldly promote the tourist trade! 


ity's touriet trade, it is necessary to set forth a feas- 

, rmlete a rellebdle plan for the development of tourism. To 
attract Couwrtiete, Cicet of all it i# necessary to provide them with facii- 
‘ee which can meet their requirements. Our present hotels and guesthouses 
‘or .oe accommodation of foreign visitors are far from meeting the needs of 
the cevelopment of tourism. We should undertake in a planned way the con- 
struction of Cowrist buildings with advanced equipment. Our urgent task at 
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present is to tap the potential of existing high-class hotels, gues Chouses 
and other quarters, reform their system of management, and change their 
statue from tourist unite to business unite. Those hotels and guesthouses 
which have been placed under the control of the Bureau of Touriem should 
act according to the requirements of the touriet trade, vigorously pay at- 
tention to work efficiency, and strive to improve the quality of service, 
Each unit should have ite profit quota to be turned over to the state and 
ite foreign exchange quota to be collected fran the visitors, with a certain 
percentage of foreign exchange to be retained by the unit. In a word, we 
must completely reject the old practice of running the tourist trade with 
administrative methods. While accelerating the restoration of famous 
scenic spote and historic sites, we should aleo promote as quickly as pose- 
sible the operation of eating houses and restaurantes which feature differ: 
ent meals and snacks of special Tianjin taste, such as the Boubuli bun, 
Tianjin roast duck, the rost duck of Quanjude, the fried dough twist of 
léth Street, and the Erduoyan deep-fried cake. We should improve the 
quality of our local special products, arts and crafts articles, textile 
goods and light industrial products, increase their patterns and varieties, 
and especially produce and make more souvenirs and gifte and articles bear- 
ing pictures of local sights to meet the demand of the tourists. 


To make a breakthrough in our tourist trade, all lines of trade in our 
municipality should show their concern with the tourist departments, give 
them support, work with them in coordination, and fulfill their due re- 
sponsibilities. In addition to the departments of communications, com- 
merce, general services, light industry, cultural relics and publications, 
which are duty bound, the masses of people should be mobilized as quickly 
as possible to do well the work of improving the appearance, public health, 
and communications of our city. In the past, there was an unhealthy 
phenomenon of following, surrounding, and staring at foreign visitors-- 

a rude expression. With the continuous development of tourism in our 
municipality, let us get rid of this dumb mannerisn! 
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FORELG) “PADE 


HUNAN PIG SKIN--According to calculations of the departments concerned in 
llunan, profite from exporting 10,000 sheets of pigskin leather for making 
lothes are equivalent to 250 tons of wheat, 44 tons of cotton, 330 tone 

of chemical fertilizer and 130 tone of rolled steel, while profits from 
exporting 10,000 dozen pairs of pigskin leather gloves are equivalent to 110 
trucke and 700 tons of rubber. The province is rich in pigskin resources 
since 14 million pige are slaughtered every year. In 1979, only 4 million 
sheets of pig skine were etripped in Hunan, accounting for only 29 percent 
of the total number of pige slaughtered. If this rate was increased 50 
percent, the province could produce a further 2.5 million sheets of pig- 
skin, with © output value of 100 million yuan, and profits could be in- 
creased by 10 miliion yuan. If all these were exported, 8 million U.S. 
dollars of foreign exchange could be earned. [Changsha Hunan Provincial 
Service in Mandarin 1100 GMT 18 Apr 80 HK) 


GUANGDONG MUNICIPALITY FORFIGN TRADE--By the end of March 1980, the depart- 
ments concerned in Shenzhen Municipality had signed 285 external contracts 
for compensation trade and processing work with material supplied by foreign 
customers. Some 169 euch contracts have now been put into production. In 
1979, the enterprises involved earned HKS14 million of foreign exchange, in- 
ported 3,10 (tems of equipment and employed 6,500 persons. This develop- 
ment has earped profite for the etate, enlivened the locality and increased 
te tneome of che individuals. At present, 80 percent of the communes and 
brigades in the rural areas throughout the municipality have set up enter- 
prtees for processing work for foreign merchants. Some 55 contracts for 


vating aquatic products have aleo been signed. [Guangzhou Guangdong 
ial Service in Mandarin 2330 GMT 21 Apr 80 HK] 


WITHA, Rm) SPRVICE--With the approval of the State Council, Wuhan port, 
: jened ite eervice for foreign trade beginning this Aprii. 

s shot © Aleheae-6 cargo ehip left here on the morning of 26 April for its 
satien voyage to Hong Kong loaded with cement, thermoses and internationally 
red handicraft acticles--Hubet's Chinese paintings. [Beijing Domestic 

Service in Mandarin 04600 GMT 28 Apr 80 OW) 
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FUJLAN MERCHANT FLEET=--Pughou, 29 Apre=Pujian Province has been act vely 
developing sea transportation. At present, the province has built 4 coast- 
al merchant fleet with a total tonnage of 65,000 tons, including 1/ tankers 
4nd passenger and cargo ships of 1,000 tone or larger. [OWO11245 Beijing 
XINHUA Domestic Service in Chinese 0134 GMT 29 Apr 80) 


C80: 4006 


126 











TRANSPORTATION 


BRIEFS 


SHANGHAI HAZARDOUS CARGO STATION--Shanghai's (Caopu) railway station, a 
special station for handling hazardous cargoes, set two 100-day safety 
records last year. The station usually handles over 60 cars with inflam- 
mable, explosive, corrosive and radioactive cargoes daily. To insure safety 
in loading and unloading explos'ves and highly tox! cargoes, the leading 
cadres of this station always join the workers in handling the dangerous 
articles. Once, when poisonous gas leaked from a steel tank of liquefied 
chlorine and many workers were poisoned and became unconscious, a party 
branch secretary and the deputy station master immediately hurried to the 
scene and organized a rescue mission, preventing a greater accident. 
[Shanghai City Service in Mandarin 1130 GMT 27 Apr 80 OW] 





ZHEJLANG NEW WHARF--Hangzhou, 28 Apr--Construction has been completed on 
China's first 100,000-ton-class wharf, which is in Beilun Harbor in northern 
7hejiang Province. Beilun Harbor serves as a transshipment harbor for 
mineral ore for the big integrated Shanghai Baoshan Iron and Steel Complex. 
With the addition of the new wharf, the harbor can handle 20 million tons of 
ore a year. Beilun Harbor now consists of the new 100,000-ton berth, two 
25,000-ton berths and one 1,000-meter-long pier. It also has a storage yard 
for up to 500,000 tons of ore. Loading and unloading are done with advance 
automatic facilities imported from abroad. The completion of the whole har- 
bor took 1 year and 4 months, a rate of construction in port building rarely 
seen in China. [Text] [Beijing XINHUA in English 1228 GMT 28 Apr 80 OW) 
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